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Filing Requirement
Page # Reference

EB-2024-0115

Date: ORIGINAL

Evidence Reference, Notes

(Note: if requirement is not applicable, please provide reasons)

GENERAL REQUIREMENTS

Ch1, p4 Confidential Information - Practice Direction has been followed Yes
Chi. p5 Certification by a senior officer that the application and any evidence filed in support of the application does not include any personal Attachment 1-1-4(C)
P information unless it is filed in accordance with Rule 9A of the OEB’s Rules (and the Practice Direction Confidential Filings, as applicable).
Ch1, p5 Cert|f|cat|op by a senior officer that the evidence filed (including the models and appendices) is accurate, consistent and complete to the Attachment 1-1-4(C)
best of their knowledge
Certification by the Chief Executive Officer, or Chief Financial Officer, or equivalent, that the distributor has the appropriate processes and
Ch1, p5 internal controls for the preparation, review, verification and oversight of all deferral and variance accounts, regardless of whether the Attachment 1-1-4(C)
accounts are proposed for disposition
Ch2, p2 A letter from the governing body (e.g., Board of Directors) certifying that it is aware of and approves the submission of the application Attachment 1-1-4(B)
2 COS checklist filed and statement identifying all deviations from Filing Requirements Schedule 1-2-2
. . . . Hydro Ottawa confirms the Chapter 2 appencies are filed in live Microsoft Excel
2&3 Chapter 2 appendices in live Excel format; PDF and Excel copy of current tariff sheet format, and that PDF and Excel copies of the tariff sheets are included.
3 If distributor updates/amends an OEB model, reference made in corresponding exhibit re: what was updated/amended Yes
3 Regulated entity shown separately from parent company or any other affiliates Yes
4 If.aplphcable, if cost of service filed earlier than schedu]ed, Jgsufy why an _early rebaS|_ng is required by demonstrating why and how Hydro Ottawa is not filing earlier than scheduled
distributor cannot adequately manage resources and financial needs during IRM period
485 If applicable, late applications filed after the commencement of the rate year for which the application is intended to set rates is converted |Hydro Ottawa is not filing after the commencement of the rate year for which the
to the following rate year applicable is intended to set rates (2026)
All of the following exhibits filed: Application Overview and Administrative Documents, Rate Base and Capital (including DSP), Customer
5 and Load Forecast, Operating Expenses, Cost of Capital and Capital Structure, Revenue Requirement and Revenue Yes
Deficiency/Sufficiency, Cost Allocation, Rate Design, Deferral and Variance Accounts
General requirements applicable throughout application:
-written evidence included before data schedules
5 -avg. of opening and closing fiscal year balances used for items in rate base (unless alternative method justified) Yes
-debt + equity = total rate base
-data for test year, bridge year, three most recent historicals (or as many needed to provide actuals back to last OEB-approved), most
recent OEB-approved test
6 Documents must include page numbers and be provided in text searchable and bookmarked PDF format Yes
6 Links within Excel models are broken and models named so that they can be identified (e.g. RRWF instead of Attachment A) Yes
7 Materiality threshold: Explanation/justification and/or supporting evidence for material amounts pertaining to CAPEX, capital variances, rate Yes

base variances, OM&A, and DVAs; additional details below the threshold if necessary

EXHIBIT 1 - APPLICATION OVERVIEW AND ADMINISTRATIVE DOCUMENTS

Table of Contents

7

Table of Contents listing major sections and subsections of the application

Schedule 1-1-1

Application Summary and Business Plan

Distributor with less than 30k customers: Business and/or Strategic Plan. If no Business or Strategic plan: key planning assumptions,
description of material factors (internal and external) that may affect the operation of the utility and major goals of the distributor in the test
year and remaining years of the five-year term.

Distributor with 30k or more customers: Business Plan underpinning application - can be augmented by plain language summary of
distributor's goals that informed the application if this is not otherwise in the Business Plan. Also provide Strategic Plan, if available.

Schedule 1-2-3
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Brief, plain language summary of the application which includes the main requests with section references and rationale behind each ORIGINAL
request. Must include: Page 2 of 17

-Revenue requirement (service revenue requirement requested for test year, increase/decrease ($ and %) from most recent approved,
main drivers of revenue requirement changes

-Load forecast summary (load and customer growth (% change in kWh, kW and change in customer #s from last OEB-approved))

-Rate base and DSP (major drivers of DSP and cost trends, rate base requested, change in rate base from last OEB-approved ($ and %),
CAPEX for test year, change in CAPEX from last OEB-approved ($ and %)

-OM&A (OM&A requested for test and change from last OEB-approved ($ and %), drivers and cost trends)

-Cost of capital (table showing proposed capital structure and parameters resulting in WACC, statement confirming use of OEB's cost of

79 N o Schedule 1-2-1
capital parameters, summary of deviations from OEB methodology)
-Cost allocation and rate design (proposed new customer classes and/or customer definition changes, new proposed charges, significant
changes proposed to rev. cost ratios and fixed/variable split, mitigation plans)
-DVAs (total disposition ($) including split between customer classes and between RPP and non-RPP (if applicable), disposition period(s),
new DVAs and requested discontinuation of DVAs)
-Bill Impacts ($ and %) for residential customer at 750kWh, and typical customers for all other classes (based on commodity rates on TOU
with regulatory charges held constant; bill impacts to be used for Notice (Sub-total A) for residential customer at 750kWh and GS<50 at
2000kWh as well as a typical consumer for a distributor’s service area for all customer classes, and bill impacts based on alternative
consumption profiles and customer groups as appropriate
Administration
9 Primary contact information (name, address, phone, email) Schedule 1-1-4
9 Identification of legal (or other) representation Schedule 1-1-4
Applicant's internet address for viewing of application and any social media accounts, with addresses, used by the applicant to
9 . . Schedule 1-1-4
communicate with customers
9 Statement identifying where notice should be published and why Schedule 1-1-4
9 Form of hearing requested and why Schedule 1-1-4
9 Requested effective date Schedule 1-1-4
10 Statement identifying and describing any changes to methodologies used vs previous applications Schedule 1-1-4
10 Identification of OEB directions from any previous OEB Decisions and/or Orders, including commitments made as part of approved s
- . . o chedule 1-1-4
settlements. Indication of how these are being addressed in the current application
Reference to Conditions of Service - provide reference to website and confirm version is current; identify if there are changes to Conditions
10 of Service (a) since last CoS application and/or (b) as a result of the current application. Confirmation that there are no rates and charges |Schedule 1-1-4
linked in the Conditions of Service that are not in the distributor's Tariff of Rates and Charges must be provided
Description of the corporate and utility organizational structure showing the main units and executive and senior management positions
10 within the organization; corporate entities relationship chart, showing the extent to which the parent company is represented on the Schedule 1-6-1
distributor company’s Board of Directors; description of the reporting relationships between distributor and management of the parent
company. Also include any planned changes in corporate or operational structure, including any changes in legal organization and control
10 List of approvals requested (and relevant section of legislation). All approvals including accounting orders, new rate classes, revised Schedule 1-1-4; Attachment 1-1-4(A)

specific service charges or retail service charges which the distributor is seeking, must be documented.

Distribution System Overview

10 Description of Service Area - general description and map showing where distributor operates and communities served Schedule 1-2-2
Customer Engagement
1 Provide information regarding its customer engagement activities, activities that occur on an on-going basis, and specific activities Att
S s . o ST achment 1-4-1(A)

pertaining to application. May use Appendix 2-AC to assist in listing customer engagement activities
Ongoing Customer Engagement - Describe methods used to communicate and engage with each customer class regularly, summarize

1" pertinent feedback received through regular customer communications, and explain how feedback informs operations and rate application, | Schedule 1-4-1
where applicable
Application-Specific Customer Engagement - Explain customer engagement process specific to application (tailor customer engagement

11 &12 activities to distributor's circumstances and the proposals in application). Demonstrate how customer needs and priorities were factored Schedule 1-4-2

into the decision-making process

12 Customer engagement with customers who would be affected by proposals related to new rate classes, changes in to existing rate classes | Hydro Ottawa informed affected Standby Customers of the intent to request final
and change in charges such as RSCs, Specific Service Charges, standby rates, and unmetered-load customers standby rates. Schedule 7-1-3

12 All responses to matters raised in letters of comment filed on public record No letters of comment filed.

Performance Measurement

12 Link to most recent scorecard Schedule 1-3-3
12 Identification of performance improvement targets Schedule 1-3-3
OEB approved benchmarking model for the test year showing efficiency assessment, discussion on how the results obtained from the OEB
12 approved forecasing model and Activity and Program-based Benchmarking (APB) have informed the distributor's business plan and Attachment 1-3-3(G)
application
12813 Distributors may wish to provide table showing respective OEB-approved IRM increases for each of the last historical years from last Attachment 1-3-3(A); did not provide IRM increases

rebasing, and assigned cohort as per the OEB approved model
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Activity and Performance-based Benchmarking (APB) results - at least provide the following unit cost variance analysis: ORIGINAL
- Year-over-year Historical Actuals (for most recent APB results) Page 3 of 17

- Forecast Bridge Year vs Historical Actuals, to extent possible

13 - Test Year vs Historical Actuals, to extent possible Attachment 1-3-3(B)
- An explanation of significant change (greater than 20% from previous year or five-year average)
- A plan to drive down unit costs if five-year average is 25% greater than industry five-year average
Explain variances in cost performance, whether changes in unit costs are within distributor's control, and discuss relevant actions planned

13 Attachment 1-3-3(B)

or underway. Discuss econometric results to extent possible

Facilitating Innovation

Distributors are encouraged to include a description of the ways their approach to innovation has shaped the application. Could include
explanations of approach to innovation or keeping up with innovation in their business more generally; of specific projects or technologies

13814 for enhancing the provision of distribution services; and of enabling characteristics or constraints in their ability to undertake innovative Schedule 1-3-4
solutions. Explain how innovative alternatives have been considered in place of traditional investments
Explain how innovative alternatives have been considered in place of traditional investments. Include information about the costs, expected
14 benefits and associated risks of innovative alternatives. An innovative approach the OEB has emphasized is for distributors to consider the | Schedule 1-3-4

use of non-wires solutions (NWSs) to address distribution system needs

Financial Information

Audited Financial Statements (excluding operations of affiliated companies that are not rate regulated) for two most recent historical years
(i.e. one year's statements must be filed, covering two years of historical actuals); if most recent finals n/a, draft financial statements filed

15 and finals, along with summary of main changes if there are any, provided as soon as they are available. Alternatively, if distributor Schedule 1-5-1
publishes financial statement on its website, a link may be provided
A detailed reconciliation of the financial results shown in the audited financial statements with the regulatory financial results filed in the
15 application, including a reconciliation of the fixed assets in order to, as one example, separate non(distribution businesses. This must Schedule 1-5-1
include the identification of any deviations that are being proposed between the audited financial statements and the regulatory financial
results, including the identification of any prior OEB approvals for such deviations.
Annual Report and MD&A for most recent year of distributor and parent company, as available and applicable. If an Annual Information
15 e " ) ! Schedule 1-5-2
Form is filed publicly, a link should be provided
15 Rating Agency Reports, if available; Prospectuses, information circulars etc. for recent and planned public debt and/or equity offerings Schedule 1-5-3
15 Any change in tax status No change in tax status
15 Description of existing accounting orders and departures from these orders, as well as any departures from the USoA Schedule 1-5-5
15 Accounting Standards used for financial statements and when adopted Schedule 1-5-6
15 If distributor conducting non-distribution businesses, confirmation that accounting treatment used has segregated these activities from rate Schedule 1-5-7: Schedule 1-5-8

regulated activities

Distributor Consolidation
16

Information filed on the extent to which the distributor has investigated opportunities for consolidation or collaboration/partnerships with
other distributors (contained within a dedicated section of the application); conclusions from investigations, including future plans

Schedule 1-3-5

16

If distributor has become party to a proposed or approved MAADs transaction since last rebasing, disclosure of this information in current
application

Hydro Ottawa has not become a party to a proposed or approved MAADs.

A distributor filing an application to rebase following a consolidation must:

Identify any incentives that formed part of the consolidation transaction if the incentive represents costs that are being proposed to remain

16 or enter rate base and/or revenue requirement - list the exhibits in which incentives are discussed Hydro Ottawa has not been part of a consolidation.
16 Specify whether and which commitments made to shareholders are to be funded through rates Hydro Ottawa has not been part of a consolidation.
16 Detail of_reahzed and projected savings as a result of_ consolldqhon compared to what was in the approved consolidation application and Hydro Ottawa has not been part of a consolidation.
explanation of the nature of these savings (e.g. one-time, ongoing etc.)
16 Detail of efficacy of any rate plan confirmed as part of MAADs Hydro Ottawa has not been part of a MAADs.
16 Identify approved ACM or ICM from a previous Price Cap IR application it proposes be incorporated into rate base Hydro Ottawa does not have an approved ACM or ICM from a previous Price Cap

IR Application

Distributor rebasing for the first time following a consolidation that approved under the 2024 MAADs handbook must provide:

(Distributors that Deferred Rebasing for Five Years or Less)

Achieved efficiencies and savings associated with the various activities where efficiencies were expected (as documented in the

17 A L Hydro Ottawa has not been part of a consolidation.
consolidation application)

17 A qualitative discussion on enhanced reliability and service quality as a consolidated distributor Hydro Ottawa has not been part of a consolidation.

17 A qualitative discussion on enhanced reliability and service quality on a rate zone basis Hydro Ottawa has not been part of a consolidation.

17 Tota}l transagtlon and transition costs, and whether those have been recovered over the term of the deferred rebasing period through the Hydro Ottawa has not been part of a consolidation.
savings achieved

17 A discussion on any obstacles encountered since consolidation and how the distributor managed those obstacles. If applicable, a Hydro Ottawa has not been part of a consolidation.

discussion of how obstacles affected the consolidated entity from reaching its targets should also be included

Distributor rebasing for the first time following a consolidation that approved under the 2024 MAADs handbook must provide:

(Distributors that Deferred Rebasing for More than Five Years)

17

Updates to information filed as part of mid-term report based on achieved results, including for any period not covered by the initial
mid-term report

Hydro Ottawa has not been part of a consolidation.
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An updated version of the revenue requirement analysis provided in the consolidation application based on information known at the time ORIGINAL

17 of the filing, and a comparison and discussion of the consolidation application forecasts versus those filed in the post-consolidation Hydro Ottawa has not been part of a consolidation. Page 4 of 17

rebasing application.

Impacts of COVID-19 Pandemic

Distributors generally expected to reflect the impacts of the COVID-19 pandemic in their applications, including applicable forecast
information. This includes, but is not limited to, the distributor's load forecast, capital forecast, and OM&A forecast in the applicable
sections of the application

17 & 18

Schedule 1-2-4, Schedule 1-2-5, Schedule 4-1-1, Schedule 4-1-2, Schedule 2-5-1,
Schedule 2-5-5

EXHIBIT 2 - RATE BASE AND CAPITAL

Rate Base
Indication of whether capital expenditures are equivalent to in-service additions, and if so, variance explanations only required once. If not, | Schedule 2-1-1 for in-service additions, Schedule 2-5-5 for capital expenditures
18 ) : X ) : o .
specify whether variance explanations are on CAPEX or in-service additions basis (CAPEX)
18 For rate base, opening and closing balances for each year, and the average of the opening and closing balances for gross assets and Schedule 2-1-1
accumulated depreciation (discussion of methodology if applicant uses an alternative method); working capital allowance
18 Table showing components of the last OEB-approved rate base, the proposed test year rate base and the variances Schedule 2-1-1

Fixed Asset Continuity Schedule

18 Completed Appendix 2-BA for each year - in Excel format Attachment 2-2-1(A),(B)
Continuity statements and year-over-year variance analysis must be provided (year end balance, including capitalized interest during Schedule 2-1-1, Schedule 2-2-1, Schedule 2-5-5
construction and overhead costs). Explanations provided where there is a year-over-year variance greater than the applicable materiality
threshold
If applicable, explanation for any restatement (e.g. due to change in accounting standards) and reconciliation to original statements
18819 Year over year variance analysis; explanation where variance greater than materiality threshold. The following comparisons must be
provided:
Hist. OEB-Approved vs Hist. Actual (for the most recent historical OEB-approved year)
Hist. Act. vs. preceding Hist. Act. (for the relevant number of years)
Hist. Act. vs. Bridge
Bridge vs. Test
Opening and closing balances of gross assets and accumulated depreciation correspond to fixed asset continuity statements. If not, an Schedule 2-2-1
19 explanation and reconciliation must be provided (e.g. CWIP, ARO). Reconciliation must be between net book value balances reported on
Appendix 2-BA and balances included in rate base calculation
Distributor may include in-service balances previously recorded in DVAs, such as renewable generation/smart grid related accounts, in its |Hydro Ottawa does not have in service additions previously recorded in a DVA that
opening test year property, plant and equipment balances, if these costs have not been previously reviewed and approved for disposition, |is included in opening rate base. However 2026's opening rate base is higher than
19 and if disposition is being requested in this application. In this situation, the distributor must clearly show in its evidence (e.g. Appendix 2025's closing approved rate base. See Schedule 2-1-1 for details.
2-BA\) that the addition was included in the opening test year balances and must reconcile the closing bridge year and opening test year
figures. Distributors must provide the same reconciliation for accumulated depreciation
19 Summary of approved and actual costs for any ICM(s) and/ or ACM approved in previous IRM applications :gir:pﬁézgi does not have an approved ACM or ICM from a previous Price Cap
19 Continuity statements must reconcile to calculated depreciation expenses and presented by asset account Schedule 2-2-1
19 All asset disposals clearly identified in the Chapter 2 Appendices for all historical, bridge and test years Attachment 2-2-1(A),(B)

Depreciation, Amortization and Depletion

20 Explanations for any useful lives of an asset that are proposed that are not within the ranges contained in the Kinectrics Report No proposed changes to financial useful lives included in 2026-2030 Application
20 Depreciation, amortization and depletion details by asset group for historical, bridge and test years. Include asset amount and rate of Attachment 2-7-1(B),(C)
depreciation/amortization. Must complete Appendix 2-C which must agree to accumulated depreciation in Appendix 2-BA under rate base
20 Identification of any Asset Retirement Obligations and associated depreciation or accretion expense - includes the basis for and calculation | Hydro Ottawa does not have any Asset Retirement Obligations on its books
of these amounts
20 Identification of historical depreciation practice and proposal for test year. Variances from half year rule must be documented and Schedule 2-7-1
supporting rationale provided
20 Copy of depreciation/amortization policy if available. If not, equivalent written description; summary of changes to depreciation/amortization | Schedule 2-7-1
policy since last CoS
21 If filing under MIFRS, explanation of any deviations from the practice of depreciating significant parts or components of PP&E separately No deviations from prior applications
If no changes have been made to depreciation policy or service lives since last rebasing, a statement confirming that this is the case is
required. For any depreciation expense policy or asset service lives changes since its last rebasing application:
- identification of the changes and detailed explanation for the causes of the changes
21 -use of Kinectrics study or another study to justify changes in useful life Schedule 2-7-1

- list detailing all asset service lives tied to USoA and reconcile this list to the USoA, detail differences in asset service lives and the TULs
from Kinectrics and explain differences outside of minimum and maximum TUL range from Kinectrics; Appendix 2-BB if there have been
changes in asset service lives since last rebasing

Allowance for Working Capital
21 Working Capital - 7.5% allowance or Lead/Lag Study. If previously ordered by OEB as part of last rate application to file Lead/Lag Study,
must comply.

Schedule 2-3-1

If Lead/Lag Study conducted - leads and lags measured in days, dollar-weighted and reflects the distributor's actual billing and settlement

21822 PR ) ) .
processing timelines and considers relevant changes to operating environment

Hydro Ottawa is proposing to use the OEB default 7.5 allowance.
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Cost of Power must be determined by split between RPP and non-RPP Class A and Class B customers based on actual data, use most

The split between RPP and non-RPP Class A and B are based on the moSTTEeoNAL|
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22 current RPP (TOU) price. Calculation must include the impact of the most up to date Ontario Electricity Rebate. Distributors must complete |actual data (for year end 2023). Schedule 2-3-1, Section 4.1
Appendix 2-Z - Commodity Expense.
22 Use most recent approved UTRs, Smart Metering Entity Charge and regulatory charges UTR based on 2025 Approved rates; Smart Meter Entity and Regulatory charges

based on 2025 Decision and Order, Schedule 2-3-1, Section 4.2 to 4.5

Distribution System Plan

22 DSP filed as a stand-alone, self-sufficient element within Exhibit 2

Schedules 2-5-1 through 2-5-9

Policy Options for the Funding of Capital
Distributor may propose ACM capital project coming into service during Price Cap IR (a discrete project documented in DSP) - provide
information on need and prudence. For projects with an expected capital cost of $2 million or more, excluding general plant investments,

22823 includes documentation of the consideration of NWSs to meet the identified system need that will be addressed by the project(s) as N/A - Not proposing ACM as part of this application.
articulated in the OEB’s Benefit-Cost Analysis Framework for Addressing Electricity System Needs (BCA Framework) to assess the
economic feasibility of NWSs.
23 Identification that distributor is proposing ACM treatment for these future projects and provide the preliminary cost information, and Hydro Ottawa is not applying for an ACM in this application
ACM/ICM materiality threshold calculations - ACM Report provides further details on information required
23 Complete Capital Module Applicable to ACM and ICM Hydro Ottawa is not applying for an ACM or ICM in this application

Addition of Previously Approved ACM and ICM Project Assets to Rate Base
Distributor with previously approved ACM(s) and/or ICM(s) - schedule of ACM/ICM amounts proposed to be incorporated into rate base

Hydro Ottawa does not have an approved ACM or ICM from a previous Price Cap

24 (i.e. PP&E and associated depreciation). Comparison of actual capital spending with OEB-approved amount and explanation for variances |IR Application
2 Balances in Account 1508 sub-accounts; rate of interest prescribed by the OEB for DVAs for the respective quarterly period as published |Hydro Ottawa does not have an approved ACM or ICM from a previous Price Cap
on the OEB's website IR Application
True-up calculation if material, comparing the recalculated revenue requirement based on actual capital spending relating to the Hydro Ottawa does not have an approved ACM or ICM from a previous Price Cap
24 OEB-approved ACM/ICM project(s) to the rate rider revenues collected in the same period; assumptions used in the calculation noted IR Application
(e.g., half-year rule).
Accelerated capital cost allowance (CCA) should not be reflected in the ACM/ICM revenue requirement associated with these projects. Hydro Ottawa does not have an approved ACM or ICM from a previous Price Cap
24 Distributors should include the impact of the CCA rule change associated with the ACM/ICM project(s) in Account 1592 - PILs and Tax IR Application
Variances — CCA Changes sub-account for CCA changes
Capitalization
25 C_apitalization Pplicy: prqviqe policy including changes since last rebasing application. Confirm if no changes made to capitalization policy Attachment 2-6-1(A)
since last rebasing application.
25 Overhead Costs: complete Appendix 2-D Attachment 2-6-2(A)
25 Burden Rates: identification of burden rates; if burden rates were changed since last rebasing, identification of the burden rates prior to the 4 Attachment 2-6-2(A)

Costs of Eligible Investments for the Connection of Qualifying Generation Facilities

26 See Appendix A

N/A - Hydro Ottawa is not seeking approval to recover the rate component of costs
for Eligible Investments for the Connection of Qualifying Generation Facilities

General & Administrative Matters

Ch5, p2 Use of terminology and formats set out in Ch. 5 Schedules 2-5-1 through 2-5-9

Investment Categories
Ch5,pp2,3&4 Investment projects and programs grouped into one of four investment categories (i.e. system access, system renewal, system service, gen| Schedules 2-5-1 through 2-5-9

Distribution System Plan

Ch5. b5 If a distributor’s application uses alternative section headings and/or arranges the information in a different order, table provided that Schedule 2-5-1

P cross-references the headings/subheadings used in the application to the section headings/subheadings indicated in Ch. 5
DSP duration minimum of 10 years, comprising of a historical and forecast period. The historical period is the first five years of the DSP
ChS, p5 duration, consisting of five historical years, ending with the bridge year. For distributors that have not filed a DSP within the past five years, Schedule 2-5-5

the historical period is from the test year of a distributor’s last cost or service application to the bridge year. The forecast period is the last
five years of the DSP duration, consisting of five forecast years, beginning with the test year of the current cost of service application..

Distribution System Plan Overview

ChS. p5 High-level overview of information filed in DSP which includes capital investment highlights and changes since last DSP; objectives
P distributor plans to achieve through DSP, which will be used as a baseline comparison in the performance measurement section below.

Schedule 2-5-1

Coordinated Planning with Third Parties

The distributor must demonstrate that it has coordinated planning with third parties where appropriate. Explanation of whether

Schedule 2-5-2

Ch5, p5&6 consultations affected distributor's DSP, and if so, how; for consultations that affected DSP - overview of consultation and relevant material
supporting the effects the consultation had on the DSP.
ChS, p6 Overview of consultation should include: purpose, outcome, whether the distributor initiated the consultation or was invited to participate in | Schedule 2-5-2
’ it, and the other participants in the consultation process
Chs, p6 A distributor should file the most recent regional plan. In the absence of a regional plan, the distributor should file a Regional Planning Schedule 2-5-2(A)
i Status Letter from the transmitter.
Identification of any inconsistencies between DSP and any current Regional Plan. If there are any inconsistencies, explanation of the Schedule 2-5-2
Ch5, p6 reasons why, particularly where a proposed investment in their DSP is different from the recommended optimal investment identified in the

Regional Plan
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Telecommunications Entities: Schedule 2-5-2 ORIGINAL
See January 11, 2022 letter for further guidance to the regulation that requires distributors to consult with any telecommunications entity Page 6 of 17

that operates within its service area when preparing a capital plan for submission to the OEB, for the purpose of facilitating the provision of
telecommunications services, and include the following information in its capital plan:

-number of consultations conducted and a summary of the manner in which the distributor determined with whom to consult; a summary of
the results of the consultation; and a statement as to whether the results of the consultations are reflected in the capital plan and, if so, a
summary as to how.

Ch5, p6&7

REG:

-confirmation if there are REG investments in region

-if there REG investments proposed in DSP, demonstration of coordination with IESO, other distributors/transmitters (as applicable), and
that investments proposed are consistent with Regional Infrastructure Plan

- IESO letter in relation to REG investments

Schedule 2-5-2

Performance Measurement for Continuous Improvement

Distribution System Plan:
Summary of objectives for continuous improvement set out in last DSP and discussion on whether these objectives achieved. For

Schedule 2-5-3

(it [ objectives not achieved, explanation of how this affects current DSP and if applicable, improvements implemented to achieve the
objectives in Section 5.2.1.
Service Quality and Reliability: Schedule 2-5-3
-5 historical years of SQRs; explanations for material changes in service quality and reliability and whether and how DSP addresses these

Ch5. p7 issues

P -for reliability, any declining 5 year SAIDI/SAIFI trends explained

-if reliability targets established in last DSP, any under-performance explained

Ch5, p7 Completed Appendix 2-G; confirmation that the data is consistent with scorecard, or explanation of any inconsistencies Attachment 2-5-3(A)
Summary of performance for historical period using methods and measures (metrics/targets) identified and how performance has trended |Schedule 2-5-3
over the period. Summary must include historical period data on:

Ch5, p7&8 -all interruptions

-all interruptions excluding loss of supply
-all interruptions excluding major events and loss of supply for: SAIFI, SAIDI

Ch5, p8 Summary of major events that occurred since last cost of service Schedule 2-5-3
For each cause of interruption for last five historical years: number of interruptions that occurred as a result of the cause of interruption, Schedule 2-5-3

Ch5, p8 number of customer interruptions that occurred as a result of interruption, number of customer-hours of interruptions that occurred as a
result of the cause of interruption
Distributor Specific Reliability Targets: Hydro Ottawa is not proposing distributor specific reliability targets.
-if establishing performance expectations based on something other than historical performance, evidence provided of capital and

Ch5, p8 operational plan and other factors that justify the reliability performance the distributors plan to deliver

-summary of any feedback from customers regarding reliability on distributors' system
-distributors that use SAIDI and SAIFI performance benchmarks that are different than the historical average - evidence provided to
support reasonableness of benchmarks

Planning Process

Overview of planning process that has informed five-year capital expenditure plan; flowchart accompanied by explanatory text may be

Schedule 2-5-4

Ch5, p9 h
elpful
Ch5, p9 Summary of important changes in distributor's AM process since last DSP Schedule 2-5-4
Process: Schedule 2-5-4 through 2-5-9
-provide processes used to identify, select, prioritize (including reprioritization over 5 year term), optimize, and pace execution of
investments
-demonstration that distributor has considered correlation between plan and customer's feedback and needs
Ch5, p9 -demonstration that distributor has considered potential risks of proceeding/not proceeding with individual capital expenditures
? -demonstrate how it undertake grid optimization using an approach that considers the distributor’s whole system
-consideration, where applicable, of assessing the use of distribution rate-funded NWSs, cost-effective implementation of distribution
improvements affecting reliability, and meeting customer needs as acceptable costs to customers, and other innovative technologies
-demonstration that distributor has a planning process for future capacity needs, which must include, among other aspects, increased
adoption of electric vehicles
Data Schedule 2-5-4
Ch5, p10 -identification, description and summary of data used in processes above to identify, select, prioritize, optimize and pace investments over

DSP

Overview of Assets Managed

Overview of service area (e.g. system configuration, urban/rural etc.) to support capital expenditures over forecast period; asset

Schedule 2-5-4

Ch5, p10 information (e.g. capacity, utilization, condition, failures/performance, asset risks, demographics) by major asset type that may help explain
the specific need for the capital expenditure and demonstration of consideration of economic alternatives
Chs, p10 Statement as to whether distributor has had any transmission or high voltage assets deemed previously by the OEB as distribution assets, | Hydro Ottawa does not have any such assets

and whether there are any such ts that the distributor is asking the OEB to deem as distribution assets in the current application
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Description of whether distributor is a host and/or embedded distributor; identification of any embedded and/or host distributors; partially Schedule 2-5-4 ORIGINAL

Ch5, p10&11 embedded status identified (including % of total load supplied through host); if host distributor, identification of whether there is a separate Page 7 of 17

embedded class or if any embedded distributors are included in other ¢

Asset Lifestyle Optimization Policies and Practices

Demonstration that distributor has carried out cost-effective system O&M activities to sustain as asset to the end of its service life (and can
Ch5, p11 . e
include references to the Distribution System Code)

Schedule 2-5-4

Explanation of processes and tools used to forecast, prioritize and optimize system renewal spending and how distributor intends to

ik il operate within budget envelopes

Schedule 2-5-4 through 2-5-7

Ch5, p11 Demonstration of consideration of potential risks of proceeding/not proceeding with individual capital expenditures

Schedule 2-5-6 through 2-5-9

Demonstration that the distributor has considered the future capacity requirements of the asset such that it does not need to be replaced

ik il prematurely due to capacity constraints

Schedule 2-5-4

Ch5, p11 Summary of important changes to the distributor's asset life optimization policies, processes, and tools since last DSP

Schedule 2-5-4

System Capability Assessment for REG and DER

Provide list of restricted feeders by name, the feeder designation, the reason for the restriction, number of connected customers, and
Ch5, p11 - ] B , . s
explain if there are plans to improve the distribution system’s ability to connect distributed energy resources

Schedule 2-5-4

If a distributor has incurred or expects to incur costs to accommodate and connect renewable generation facilities that will be the

i Ak responsibility of the distributor under the DSC, refer to Appendix A

Schedule 2-5-4

Non-Wires Solutions to Address System Needs

Ch5, p12 Description of how distributor has taken NWSs into consideration in its planning process
Explanation of proposed activity in the context of the DSP, including providing details on the system need that is being addressed,
Ch5, p12 infrastructure investments that are being avoided or deferred as a result of NWS, and the prioritization of proposed NWS activity relative to

other system investments in the DSP

Evidence why the proposed NWS is the preferred approach (alone or in combination with an infrastructure solution) to meeting a system

Ch5, p12&13 need, including an assessment of the projected benefits to customers relative to cost impacts, following the requirements of the BCA
Framework.
Chs, p13 Demonstration that distributor has meaningfully explored contracting services from non-utility owned distributed energy resources for any

rate funded, distributor-owned NWS proposal

Capital Expenditure Summary
Provide capital expenditure plan that sets out proposed expenditures on distribution system and general plant over a five-year planning

Schedule 2-5-5; Schedules 2-5-6 through 2-5-9

Gk, [P period, including investment and asset-related operating and maintenance expenditures

Ch5, p13 Provide a snapshot of a distributor’s capital expenditures over a 10-year period, including five historical years and five forecast years Schedule 2-5-5

Chs, p13 The entire cost of individual projects or programs allocated to one of the four investment categories based on the primary driver of the Schedule 2-5-5

§ investment

Ch5, p13 Completed Appendices 2-AA and 2-AB Attachment 2-5-5(A),(B)

Analysis of distributor's capital expenditure performance for the DSPs historical period - should include explanation of variances by Schedule 2-5-5
Chs. p13814 investment or category, including actuals v. OEB-approved/planned amounts for the applicant's last OEB-approved CoS or Custom IR
, P R . ’ f ) )

application and DSP - explanation of variances between planned and actual volume of work completed and explanation of variances in a
given year that are much higher or lower than the historical trend
Analysis of distributor's capital expenditure performance for the DSPs forecast period; for investments that have a lifecycle >1yr, the Schedule 2-5-5, Attachment 2-6-1(A)

Ch5, p14 - A .
proposed accounting treatment, including the treatment of the cost of funds for CWIP

Ch5, p14 Analysis of capital expenditures in DSP forecast period v. historical Schedule 2-5-5

Ch5, p14 Summary of any important modifications to typical capital programs since the last DSP Schedule 2-5-5

Ch5, p14 Description of the impacts of capital expenditures on O&M for each year or statement that the capital plans did not impact O&M costs Schedule 2-5-5

Ch5, p14 Statement that there are no expenditures for non-distribution activities in the applicant's budget Schedule 2-5-5

Justifying Capital Expenditures
Chs, p14 Qontext on hovy oyerall capital gxpenditures over 5 years will achieve distributor's objectives; comment on lumpy investment years and rate | Schedule 2-5-1 through 2-5-9
’ impacts of capital investments in long term
Material Investments

For each project that meets materiality threshold set in Ch 2A or deemed by applicant to be distinct for any other reason, guidelines are:

General information on the project/program

- Need, scope, volume of work expected to be completed, key project timings (incl. key factors that affect timing), total expenditures (inc.
contributions and economic evaluation as per DSC, as applicable), comparative historical expenditures, priority, alternatives considered,
benefit-cost analysis (BCA) of recommended alternative, description of the innovative nature of investment if applicable.

-Where an investment within the five year forecast period involves a Leave to Construct approval, provide summary of the evidence (as
available), for that investment consistent with Chapter 4 of the filing requirements

Chs, p15

Schedule 2-5-6 through 2-5-9




2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 1

Schedule 2

Evaluation criteria and information requirements for each project/program Schedule 2-5-6 through 2-5-9 ORIGINAL
- Demonstration of need, and may include the need to address safety, cyber security, grid innovation, environmental, statutory/regulatory Page 8 of 17

obligations

(it e - Where investment substantially exceeds materiality - business case justifying expenditure, alternatives (including NWSs,if applicable),
benefits for customers, impact on distributor costs
-If a distributor is requesting funding for an NWS, additional guidance on evidentiary requirements is provided in the NWS Guidelines
Explanation of how innovative project is expected to benefit customers, such as improved reliability, enhanced customer services, efficient | Schedule 2-5-6 through 2-5-9
Ch5, p16 use of electricity, load management, greater efficiency through grid optimization, lower rates (long-term or short-term), enhanced customer

choice, or any other benefit consistent with the OEB’s mandate

Benefit-Cost Analysis Framework

The BCA Framework is mandatory when the projected capital cost of the proposed solution to an electricity system need (either NWS or traditional infrastructure)
exceeds $2 million (excluding general plant investments)

Conduct pre-assessment to identify whether there is a reasonable expectation that an NWS may be a viable approach to meeting an

N/A - not applicable to applications filed in 2025

Ch5, p17 identified need. Should the pre-assessment conclude that an NWS is a viable approach, a distributor should proceed with completing a
BCA. The BCA should be filed along with the pr nent results
Ch5, p17 BCAs are to be prepared for each specific system need N/A - not applicable to applications filed in 2025
Distribution Service Test (DST) N/A - not applicable to applications filed in 2025
Chs, p17818 A distributor looking to file a BCA must employ the mandatory distribution service BCA and consider the mandatory quantitative/qualitative
’ impacts to benefit/costs as outlined in the BCA Framework, and must include the Excel-based quantitative output template, BCA Data
Filing Submission Template. The BCA may include the permitted DST qualitative impacts as applicable.
Energy System Test (EST) N/A - not applicable to applications filed in 2025
Chs, p18&19 Distributors are encouraged to do an optional EST particularly if they believe an NWS offers significant benefits beyond those of

distribution service. When an EST is conducted, the mandatory EST quantitative/qualitative impacts should be included, including the DST
impacts as outlined in the BCA Framework.

Appendix A (if applicable)

Ch5, Appendix A

Information on the capability of distribution system to accommodate REG investments, including a summary of the distributor’s load and
renewable energy generation connection forecast by feeder/substation (where applicable); information identifying specific network
locations where constraints are expected to emerge due to forecast changes in load and/or connected renewable generation capacity

Schedule 2-5-4

Ch5, Appendix A

In relation to renewable or other distributed energy generation connections, the information that must be considered by a distributor and
documented in an application (where applicable), includes:

applications from renewable generators > 10 kW, number and MW of REG connections for forecast period, information from IESO and any
other information about the potential for renewable generation in distributor's service area, capacity of Dx to connect REG, connection
constraints

Schedule 2-5-1, 2-5-4

EXHIBIT 3 - CUSTOMER AND LOAD FORECAST

Load Forecasts

26 Weather normal load forecast provided Attachment 3-1-1(B)
26 Table outlining any factors that influence the load forecast in distributor's service territory (e.g. demographics, customer composition etc.) | Attachment 3-1-1(B)
26 Explanation of the causes, assumptions and adjustments for the volume forecast, including all economic assumptions and data sources Att
X . . - achment 3-1-1(B)
used (e.g. housing outlook & forecasts, other variables used in forecasting volumes)
26 Explanation of weather normalization methodology Attachment 3-1-1(B)
26 Completed Appendix 2-IB; the customer and load forecast for the test year entered on RRWF, Tab 10 Attachment 3-1-1(A)
Multivariate Regression Model
-rationale to support change if the proposed model's methodology differs from the methodology used in the most recent load forecast;
discussion of modelling approaches considered and alternative models tested
-statistics should include, but not limited to, the regression equations coefficients and intercepts (e.g. t-stats, model statistics including R2,
adjusted R2, F-stat, root-mean-squared-error and Durbin-Watson statistic), including explanation for any resulting non-intuitive
relationships
-explanation of weather normalization methodology (including if monthly HDD and/or CDD are used they are based on either: 10 year avg.
or proposed alternative approach with supporting evidence
-definitions of HDD and CDD including: climatological measurement points and why appropriate as well as identification of base degrees
-sources of data for endogenous and exogenous variables. Where a variable has been constructed, explanation of the variable data used
27 & 28 and source. Where a distributor has constructed the demand variable to model billed consumption on a class-specific basis, a full Schedule 3-1-1, Attachment 3-1-1(C)

explanation of the approach used to pro-rate or interpolate non-interval data (i.e. if billing data are not based on calendar monthly readings
as obtained from interval or smart meters) must be provided, including an explanation of why the constructed demand series is suitable for
modelling

-any binary variables used must be explained and justified - the use of binary variables should be limited and overlap with other variables
should be avoided

-explanation of any specific adjustments made (e.g. to adjust for loss or gain of major customers or load, significant re-classifications of
customers, etc.). Note locally purchased generation should be included in the total for purchased power

-description of how CDM and NWS impacts and other exogenous factors have been accounted for in the historical period, and how CDM
and NWS impacts, including any targets or forecasts in the bridge and test years, are factored into the test year load forecast

-data and regression model and statistics used in customer and load forecast in Excel format
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NAC Model ORIGINAL
-rationale to support NAC methodology if the model use differs from the method used in the most recent load forecast Page 9 of 17

-data supporting calculation of NAC values for each rate class

-description of how CDM and NWS impacts and other exogenous factors have been accounted for in historical period and how CDM and
NWS impacts, including any targets or forecasts in the bridge and test years, are factored into test year forecast

-discussion of weather normalization assumptions used

The multivariate regression model was used

Incorporating CDM and NWS Impacts in the Load Forecast for Distributors

28

Refer to NWS Guidelines for guidance, including supporting evidence required regarding incorporating historical and forecast impact of
CDM and NWS acitivities in load forecast

Schedule 3-1-1

Accuracy of Load Forecast and Variance Analyses

28 Completed Appendix 2-I1B (2-IA provides further instructions for filling out 2-IB) Attachment 3-1-1(A)
For customer/connection counts:
-identification as to whether customer/connection count is shown in year end or average format

29 -year-over-year varia?r)ces in changes of customer/connection counts with explanation for changes in the definition of, or major changes Schedule 3-1-1; Attachment 3-1-1(A), Schedule 3-1-2
made in the composition of each customer class
-explanations of bridge and test year forecasts by rate class
-for last rebasing, variance analysis between last OEB-approved and actuals with explanations for material differences
For consumption and demand:
-explanation and details to support how kWh are converted to kW for applicable demand-billed classes
-year-over-year variances in consumption (kWh) and demand (kW or kVA - the latter for demand billed rate classes) by rate class and for

29 system consumption overall (kWh) with explanations for material changes in the definition of or major changes over time (comparison done s

o . o . : chedule 3-1-2

for both historical actuals against each other and historical weather-normalized actuals over time)
-explanations of the bridge and test year forecasts by rate class (and how these vary from or are trending from both historical actuals and
from weather-normalized actuals)
-for last rebasing variance analysis between the last OEB-approved and the actual results with explanations for material differences

29 All data and equations used to determine customers/connections, demand and load forecasts provided in Excel format Attachment 3-1-1(C),Attachment 3-1-2(A)

EXHIBIT 4 - OPERATING EXPENSES
Overview
Brief explanation (quantitative and qualitative) of test year OM&A levels, how the distributor develops and receives approval of their OM&A
20830 budget, cost drivers and significant changes relative to historical and bridge years, trends in costs and relevant metrics including OM&A per Schedule 4-1-1, Schedule 4-1-2

customer (and its components) for the historical, bridge and test years, inflation rate assumed (if proposing different rate than IPI - provide
explanation supporting proposal), business environment changes

OM&A Summary and Cost Driver Tables
Inclusion of the following tables in evidence and all OM&A appendices filed:

30 Summary of recoverable OM&A expenses; Appendix 2-JA Attachment 4-1-2(A)

30 Recoverable OM&A cost drivers; Appendix 2-JB Attachment 4-1-2(D)

30 OM&A programs table - Appendix 2-JC or OM&A by USoA Table - Appendix 2-JD Attachment 4-1-2(B)

30 Recoverable OM&A Cost per customer and per FTE; Appendix 2-L Attachment 4-1-2(C)
Distributors with 30k or more customers: present OM&A by program; Appendix 2-JC filed to provide OM&A details and variance analysis

30 : : L . Attachment 4-1-2(B)
on a program basis. For each program, provide a definition of the USoA accounts included

30 Only distributors with less than 30k customers: option to file OM&A by program or USoA. If USoA chosen, 2-JD filed instead of 2-JC Hydro Ottawa has more than 30k customers

30 For all dl_stnbutors, the tab[e provided (2-JC or 2-JD) must reflect the entire OM&A amount proposed to be recovered through rates. Attachment 4-1-2(B)
Information provided for bridge and test years.

30 Appendix 2-JB populated to provide information on the cost drivers of OM&A expenses; 2-JA broken down into major categories Attachment 4-1-2(D)(A)

31 Identification of change in OM&A in test year in relation to change in capitalized overhead Attachment 2-6-2(A)

OMZ&A Variance Analysis

Re: 2-JC or 2-JD - variance analysis between:
-Test Year vs Historical OEB approved

31 -Historical OEB-Approved vs Historical Actuals (for the most recent historical OEB-approved year) Schedule 4-1-2
-Test Year vs most recent Historical Actuals

31 If OM&A expense detailed on USoA basis, variance analysis and explanation broken down by the five major OM&A categories as per 2-JA | OM&A Expense detailed by JC program
For all distributors, the variance analysis includes explanation of whether the change was within the distributor's control or not - distributors X

31 Schedule 4-1-1; Schedule 4-1-2

encouraged to provide explanations for costs above the threshold which have impacted historical trend

Workforce Planning and Employee Compensation

31 Completed Appendix 2-K; information on labour and compensation includes total amount, whether expensed or capitalized Attachment 4-1-3(D)

31 If there are three or fewerlemplolyees in any category, aggregate with the cat'egory to which it is most closely related. This higher level of There are no categories with fewer than three employees
aggregation must be continued, if required, to ensure that no category contains three or fewer employees.

31 Description of proposed workforce plans, including compensation strategy and any changes from previous plan Attachment 4-1-3(A)(B)(C)
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Discussion of the outcomes of previous plans and how those outcomes have impacted their proposed plans including an explanation of the
reasons for all material changes to FTEs and compensation. Explanation for all years includes:

ORIGINALC
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31&32 - Variances with an explanation of contributing factors, inflation rates used for forecasts, and the plan for any new employees Schedule 4-1-3; Attachments 4-1-3(A-F)

- basis for performance pay, eligible employee groups, goals, measures, and review process for pay-for-performance plans
- relevant studies (e.g. compensation benchmarking)
Details of employee benefit programs including pensions, OPEBs, and other costs charged to OM&A. A breakdown of the pension and

32 OPEBs amounts included in OM&A and capital provided for the last OEB-approved rebasing application, and for historical, bridge and test | Attachment 4-1-3(A)
years

32 Most recent actuarial report; tax section of evidence agrees with this analysis Attachment 4-1-3(F)

32 Fpr yirtual distriputors - Appendix K cgmpleteg in relation to the gmployees .Of the affiliatgs who are doing the work of the regulated Hydro Ottawa is not a virtual distributor
distributor. Provide the status of pension funding and all assumptions used in the analysis
Indication if pension and OPEBs to be recovered using cash or accrual method. If cash method, sufficient supporting rationale and

32 evidence for adopting cash method. If proposing to change the basis in which pension and OPEB costs are included in OM&A from last Attachment 4-1-3(A)

rebasing, quantification of impact of transition provided

Shared Services and Corporate Cost Allocation
Identification of all shared services among affiliates; identification of the extent to which the applicant is a "virtual utility" and justification of

32 . ) Schedule 4-2-1
proposed shared services and cost allocation
33 For shared services among affiliated entities: type of service provided or received, pricing methodology Schedule 4-2-1
Allocation methodology for corporate services, list of shared services, list of costs and allocators and how the allocator was derived, any
33 . ) ) Schedule 4-2-1
third party review of cost allocation methodology
33 pompletgd Appendix 2-N for service provided or received for historical actuals, bridge and test; including reconciliation with revenue Schedule 4-2-1(A)
included in Other Revenue
33 Shared Service and Corporate Cost Variance analysis - test year vs last OEB approved and test year vs most recent actual Schedule 4-2-1
33 Identification of any Board of Director costs for affiliates included in LDC costs Schedule 4-2-1 Shared Services and Corporate Cost Allocation confirms no Board

of Directors-related costs for affiliated entities included in its costs.

Non-Affiliate Services, Regulatory One-Time Costs
Purchases of Non-Affiliated Services - copy of procurement policy (including information on signing authority, tendering process,

33&34 . ) . Attachment 4-2-2(A)

non-affiliate service purchase compliance)
For material transactions not in compliance with procurement policy, or that were undertaken pursuant to exceptions contemplated within

34 the policy, an explanation as to why as well as a summary of the nature and cost of the product, and a description of the specific
methodology used for selecting the vendor

34 Information supporting the incremental costs associated with the preparation and review of the current application Schedule 4-2-2
Identification of one-time costs in historical, bridge, test; explanation of cost recovery in test year. If no recovery of one-time costs is being

34 ) ) ) Schedule 4-2-3
proposed in the test year and subsequent IRM term, an explanation must be provided

34 Completed Appendix 2-M, ongoing regulatory costs be included in the administration cost of Operations, Maintenance&Administration Attachment 4-2-3(A)

(OM&A) expense and material change be reported in Appendix 2-JB OM&A Cost Drivers.

LEAP, Charitable and Political Donations
LEAP - the greater of 0.12% of forecasted service revenue requirement or $2,000 should be included in OM&A and recovered from all rate

34 cl If proposing LEAP funding higher than 0.12%, details of demographics provided Schedule 4-2-5
35 For any charitable contributions claimed for recovery, detailed information provided Schedule 4-2-6
35 Confirmation that no political contributions have been included for recovery Schedule 4-2-6

Cost of Non-Wires Solution and Conservation and Demand Management
Statement confirming that no costs for dedicated CDM staff to support IESO programs funded under the 2021-2024 CDM Framework are

CDM staff were approved as part of Hydro Ottawa's 2021-2025 Application - details

36 included in the revenue requirement are available in Schedule 1-4-1
Distributor should generally not include any forecast costs associated with partnership in the IESO's Local Initiative Program (LIP) within its
36 revenue requirement; distributor can seek to recover partnership costs at a future date through the LIP deferral account. If distributor plans | No forecast costs associated with partnership in the IESO's Local Initiative Program

to partner with the IESO for the LIP at the time of its cost of service application, description of proposed approach to partnership, including
a forecast of LIP costs

have been included within Hydro Ottawa's revenue requirement

Funding Options for Non-Wires Solutions
If NWSs included in COS where NWSs expected to come into service during Price Cap IR term, identification of if costs of such NWSs

36 included in the revenue requirement, or if the distributor intends to propose treatment similar to an ACM for these future NWSs. N/A - no ICM/ACM - NWS are discussed in Schedule 1-3-1 and Schedule 2-5-8
If the latter as noted above, supporting rationale provided (e.g., the preliminary cost information and ACM/ICM materiality threshold
36 calculations to show that a similar capital project would qualify for ACM treatment based on the forecasted information at the time of the N/A - no ICM/ACM

DSP and cost of service application)

EXHIBIT 5 - COST OF CAPITAL AND CAPITAL STRUCTURE

Capital Structure

37 Use of most recent parameters issued by the OEB, subject to update if new parameters available prior to OEB decision. Alternatively -

distributor specific cost of capital with supporting evidence and justification

Schedule 5-1-1

37 Completed Appendix 2-OA for last OEB approved and test years

Attachment 5-1-1(A)
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37 Completed Appendix 2-OB for historical, bridge and test years with respect to long-term debt, short-term debt, preference shares, and Attachment 5-1-1(8) oo U"?;’"\f"z‘;
common equity gel1lo
Explanation for any material changes in capital structure or material differences between actual and deemed capital structure including:
37 retirement of debt or preference shares and buy-back of common shares; short-term debt, long-term debt, preference shares and common | Schedule 5-1-1

share offerings

Cost of Capital (Return on Equity and Cost of Debt)
The following provided for each year:

38 Calculation of cost for each capital component Attachment 5-1-1(A)
N . . . No profit or loss on redemption of debt has occurred or is expected to occur during

38 Profit or loss on redemption of debt, if applicable the 2021-2025 rate term.
38 Copies of current promissory notes or other debt arrangements with affiliates Attachment 5-1-1(C)-(M)

Explanation of debt rate for each existing debt instrument including an explanation on how the debt rate was determined and is in
38 " N - . . ) Schedule 5-1-1

compliance with the policies documented in the 2009 Report or applicant's proposed approach

Forecast of new debt in bridge and test year - details including estimate of rate and other pertinent information (e.g. affiliated debt or third
%8 party?) Schedule 5-1-1
38 If proposing any rate that is different from the OEB guidelines, a justification of the proposed rate(s), including key assumptions Hydro Ottawa is not proposing a rate different from OEB guidelines
38 Historical return on equity achieved Schedule 5-1-1
38 Overview of financing strategy Schedule 5-1-1

Not-for-Profit Corporations

Requested capital structure and cost of capital (including the proposed cost of long-term and short-term debt and proposed return on

38 equity) This section (Not-for-Profit Corporations) is not applicable to Hydro Ottawa
38 S!atement as to whether the revenues derived from the return on equity component of the cost of capital is to be used to fund reserves or This section (Not-for-Profit Corporations) is not applicable to Hydro Ottawa
will be used for other purposes
38 If the revenues derived from the return on _equny component_ will be used _to fund reserves, speCIﬁf:atlons for each proposed reserve fund This section (Not-for-Profit Corporations) is not applicable to Hydro Ottawa
and a description of the governance (policies, procedures, sign-off authority, etc.) that will be applied
If the revenues derived from the return on equity component will be used for other purposes, statement as to whether these revenues will
be used for non-distribution activities (in the situation where the excess revenues are greater than the amounts needed to fund distribution . . ) . . .
39 R ’ . L . . X This section (Not-for-Profit Corporations) is not applicable to Hydro Ottawa
activities); rationale provided supporting the use of the revenues in this manner. Also, governance (policies, procedures, sign-off authority,
etc.) that will be applied to the funding of non-distribution activities provided
If there are approved reserves from previous OEB decisions provide the following:
39 -the limits of any capital and/or operating reserves as approved by the OEB, and identifying the decisions establishing these reserve This section (Not-for-Profit Corporations) is not applicable to Hydro Ottawa

accounts and their limits
-the current balances of any established capital and/or operating reserves

EXHIBIT 6 - REVENUE REQUIREMENT AND REVENUE DEFICIENCY OR SUFFICIENCY

39

The following information must be provided in this exhibit (with cross references to where in the application further details can be found for
each) excluding energy costs and revenues and unregulated costs and revenues:

-determination of net income, statement of rate base, actual return on rate base, indicated rate of return, requested rate of return,
deficiency or sufficiency in revenue, gross deficiency or sufficiency in revenue

Schedule 6-1-1; Attachment 6-1-1(A)-(E)

39

Revenue deficiency or sufficiency calculations net of electricity price differentials captured in the Retail Settlement Variance Accounts
(RSVAs) and also net of any cost associated with low voltage (LV) charges or DVA balances of distribution expenditures/revenues being
tracked through approved deferral and variance accounts for certain distribution assets (e.g. ICM and ACM capital projects) and for which
disposition is not being sought in the application.

Schedule 6-1-1

40

Summary of drivers for test year deficiency/sufficiency, how much each driver contributes; references in application evidence mapped to
drivers

Schedule 6-1-1

40

Impacts of any changes in methodologies on deficiency/sufficiency and on individual cost drivers contributing to it

Schedule 6-1-1

Revenue Requirement Work Form

40 Completed RRWF. Revenue requirement, def/sufficiency, data entered in RRWF must correspond with other exhibits Attachment 6-1-1(A)-(E)
40 If the enhanced RRWF cannot reflect a distributor's proposed rates accurately, the distributor must file its rate generator model Attachment 6-1-1(A)-(E) reflect proposed rates accurately
40841 For revenues - calculation of bridge year forecast of revenues at existing rates; calculation of test year forecasted revenues at each of Schedule 6-1-1: Schedule 8-1-3

existing rates and proposed rates

Income Tax or PILs

Must provide detailed calculations of income tax or PILS. Must include a completed Excel version of the PILs model available on the OEB's

41 website, including derivation of adjustments for historical, bridge and test years. Regulatory assets and liabilities must excluded from PILs |Attachment 6-2-1(B)
calculations when they were created and when they were disposed, regardless of the actual tax treatment accorded those amounts.

41 Supporting schedules and calculations identifying reconciling items Attachment 6-2-1(B)

41 Most recent federal and provincial tax returns Attachment 6-2-1(A)

4 Financial Statements included with tax returns if different from those filed with application The flnancml_ sta_tements included with the tax retums are the same as those filed

with the application
41 Calculation of tax credits; redact where required (filing of unredacted versions is not required) Schedule 6-2-1
42 Supporting schedules, calculations and explanations for other additions and deductions Attachment 6-2-1(B)
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42 Completion of the integrity checks in the PILs Model Attachment 6-2-1(B) - ORIGINAL
Accelerated CCA - full revenue requirement impact recorded in Account 1592 and the balance sought for review and disposition, method | Accelerated CCA included in modified PILS model for Test Years 2026_%2[%?.
42 used in calculating the revenue requirement impact recorded in Account 1592, detailed calculations by year for the full revenue No more Accelerated CCA after for Test Years 2028, 2029 and 2030. See Schedule
requirement impact recorded in Account 1592 in Excel format 6-2-1 and Schedule 9-1-4.
42843 May propose a mechanism to smooth the tax impacts over the five-year IRM term. Schedule 6-1-1; Schedule 9-1-4
Other Taxes

Account 6105 is not an OM&A account and should be excluded from all OM&A totals. Applicant should provide an explanation of how

43 these tax amounts are derived.

Schedule 1-3-1

Non-recoverable and Disallowed Expenses

43 Exclude from regulatory tax calculation any non-recoverable or disallowed expenses Schedule 6-2-1
Other Revenue
43 Completed Appendix 2-H, including the breakdown of each account showing the components of each Attachment 6-3-1(A)

For each other distribution revenue account:

-comparison of actual revenues for historical years to forecast revenue for bridge and test year, including explanations for significant

variances year-over-year

-revenue from any new proposed specific service charges, changes to rates, or new rules for applying existing specific service charges
43844 (incl. any credits to customers)

-revenue from affiliate transactions, shared services, or corporate cost allocation. For each affiliate transaction identification of service, the

nature of service provided, accounts used to record revenue, and costs to provide service

-revenue from affiliate transactions recorded in Account 4375

-expenses from affiliate transactions recorded in Account 4380

Schedule 6-3-1 to Schedule 6-3-5; Attachment 6-3-1(A)

Balances recorded in Account 4375 and Account 4380 reconcile to the balances recorded in Appendix 2-N — Shared Services and

44 Corporate Allocation for the three historical years, the bridge year and the test year. Any differences must be reconciled

Schedule 6-3-5

44 Revenue related to microFIT recorded as revenue offset in Account 4235 and not included as part of base revenue requirement

Schedule 6-3-4

Transfer pricing and allocation of cost methods do not result in cross-subsidization between regulated and non-regulated lines of business

44 and compliance with article 340 of APH; explanations for any deviations Schedule 6-3-5 and Schedule 4-2-1
44 Identification of any discrete customer groups that may be materially impacted by changes to other rates and charges. Schedule 1-2-1
44 Revenues or costs (including interest) associated with deferral and variance accounts not included in other revenues. Schedule 6-3-1

EXHIBIT 7 - COST ALLOCATION

Cost Allocation Study Requirements
Completed cost allocation study using the OEB-approved methodology or the distributor's study and model reflecting forecasted test year

45 loads and costs and supported by appropriate explanations and live Excel spreadsheets; sheets 11 and 13 of the RRWF complete Attachment 7-1-1(A) to Attachment 7-1-1(E)

45 Description of weighting factors, rationale for use of default values (if applicable) Schedule 7-1-1

45 If distributor is choosing to use the same weightings as its previous rebasing application, a reference to the previous application provided | Weighting have been updated

45846 Weighting have been updated
Load Profiles and Demand Allocators

46 Update all classes' load profiles and update demand allocators Attachment 7-1-1(G)

46 Discussion of how load profiles have been normalized for weather and any notable events impacting usage patterns Attachment 7-1-1(G)
If multivariate regression model is used, the following provided:
-statistics and statistical tests related to regression equation(s) coefficients and intercept, results of tests for autocorrelation and Multivariate regression was not used. See Attachmant 7-1-1(G) for a description of
multicollinearity the method followed.

46 -explanation of the weather-normalization methodology including: relationship between demand and Heating and/or Cooling requirements,
determination of normal weather: the hourly for daily Heating and/or Cooling required Demand profiles were based on the load forecast, which was a result of a
-sources of data used for both endogenous and exogenous variables. Where a variable has been constructed, explanation of the variable, | multivariate regression model. Data is available in Excel format as Attachment
data used and the source of the data provided 3-1-1(C) (the statistics and results from this model that were used).
-explanation of any specific adjustments made (e.g. to address gaps in historical meter data)

a7 Data and regression model and statistics used in the weather normalization of load profiles provided in Excel format (includes showing the |Regression modelling not used. See Attachment 7-1-1(G) for a description of the
derivation of any constructed variables) method followed. Excel Attachment 3-1-1(C)
Demand Allocators: spreadsheet and a description with calculations to show how demand allocators are derived from the historical

47 Attachment 7-1-1(G)

weather normal or weather actual load profiles

Historical Average: Where the annual demand allocators are based on weather actual load profiles, at least three, and ideally five years of
47 historical data should be used to perform weather normalization. Where the annual demand allocators are based on weather normalized
load profiles, fewer years may be used

Attachment 7-1-1(G)
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47848

Host Distributor only

- evidence of consultation with embedded Dx

- statement regarding embedded Dx support for approach to allocation of costs

- if embedded Dx is separate class - class in cost allocation study and RRWF

- if new embedded Dx class - rationale and supporting evidence (cost of serving, load served, asset ownership information, distribution
charges levied); include in cost allocation study and RRWF

- if embedded Dx billed as GS customer - include with the GS class in cost allocation model and the RRWF. Provide cost of serving, load
served, asset ownership information, distribution charges levied, appropriateness of rates for the GS class recovering costs of providing
low voltage dx services to embedded distributor(s). Completed Appendix 2-Q - Cost of Serving Embedded Distributors

Hydro Ottawa is not a host distributor

ORIGINALC
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48

microFIT - if the applicant believes that it has unique circumstances which would justify a different rate than the generic rate,
documentation to support rate must be provided

Schedule 8-4-2

49

Standby Rates - distributors with interim standby rates to request approval for final standby rates and provide evidence confirming that they
have advised all affected customers of the proposal. A distributor that seeks to establish new standby rates or seeks chaneges to it's
standby charges, including a change in the methodology on which these rates are based, must provide full documentation supporting its
proposal, and confirm that all affected customers have been notified of the proposed change(s).

Schedule 7-1-3

49

If new customer class or changing definition of existing classes, rationale and restatement of revenue requirement from previous cost of
service

Hydro Ottawa is not proposing a new customer class

49

If eliminating or combining customer classes, rationale and restatement of revenue requirement from previous cost of service

Hydro Ottawa is not eliminating or combining customer classes

Class Revenue Requirements

50

To support a proposal to rebalance rates, information on the revenue by class that would apply if all rates were changed by a uniform
percentage provided. Ratios compared with the ratios that will result from the rates being proposed by the distributor.

Hydro Ottawa is not proposing to rebalance rates.

Revenue to Cost Ratios

If R:C ratios outside dead band - cost allocation proposal to bring them within the OEB-approved ranges provided. In making any such

50&51 adjustments, potential mitigation measures addressed if the impact of the adjustments on the rates of any particular class or classes is Schedule 7-1-1
significant.
If distributor proposes to continue rebalancing rates after the cost of service test year, the ratios proposed for subsequent year(s) must be
51 provided Schedule 7-1-1
If Cost Allocation Model other than OEB model used - exclude LV and exclude DVA balances and that revenues exclude rate riders, rate
51 adders and the Smart Metering Entity Charge. Distributor must also ensure that information relevant to customer charge unit costs, OEB Cost Allocation Model used

microFIT unit costs and revenue is consistent with the output from the OEB’s model

EXHIBIT 8 - RATE DESIGN

51

Monthly fixed charges - 2 decimal places; variable charges - 4 decimal places; if departing from this approach, explanation provided as to
why necessary and appropriate

Schedule 8-1-2; Attachment 6-1-1(A)-(E)

Fixed Variable Proportion

The following is to be provided in relation to the fixed/variable proportion of proposed rates:
-Current F/V for each rate class with supporting info

51&52 -Proposed F/V for each rate class with explanation for any changes from current proportions Schedule 8-1-2
-Table comparing current and proposed monthly fixed charges with the floor and ceiling as in cost allocation study
Analysis must be net of rate adders, funding adders, and rate riders
RTSRs
52 Completed RTSR Model in Excel Schedule 8-1-2(A)
52 RTSR information consistent with working capital allowance calculation; explanation for any differences Schedule 8-1-2(A), Schedule 2-3-1
Retail Service Charges
Distributors should note that the current retail service rates and charges were established on a generic basis and should refer to the most
52 Schedule 8-4-3
recent rate order for the current approved rates.
Regulatory Charges
53 If applying for a rate other than the generic rate set by the OEB, distributors must provide justification as to why their specific Schedule 8-3-2

circumstances would warrant a different rate, in addition to a detailed derivation of their proposed rate

Specific Service Charges

If requesting new specific service charge or a change to the level of an existing charge, description of the purpose of charge, or reason for

53 L R A Schedule 8-4-1; Attachment 8-4-1(A)
change to an existing charge; calculations to support charges
Identification in the Application Summary all proposed changes that will have an impact on customers, including changes to other rates and

53 ) . . ) ] Schedule 1-2-1
charges that may affect a discrete group; identification of specific customers or customer groups impacted by each proposal

53 Calculation of charge includes: direct labour, labour rate, burden rate, incidental, other Attachment 8-4-1(A)
Identification of any rates and charges in Conditions of Service that do not appear on tariff sheet. Explain nature of costs, provide schedule

54 outlining revenues or capital contributions recovered from these rates from last OEB-approved year to most recent actuals and the revenue Schedule 6-3-5
or capital contributions forecasted for the bridge and test years. A proposal and explanation as to whether these charges should be
included on tariff sheet

54 Revenue from SSCs corresponds with Operating Revenue evidence Schedule 6-3-5

Wireline Pole Attachment Charge




54

Under the new regulation (Part VI.1: O. Reg. 842/21, (Electricity Infrastructure (Part VI.1 of the Act)), OEB is to establish a generic,
province-wide pole attachment charge for 2022. The Regulation further requires the OEB to set the charge for 2023 and subsequent years
by adjusting the prior year’s charge for inflation. The Regulation provides that the annual pole attachment charge will be established by
order without a hearing. A distributor is required to update the charge as per that order.
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Low Voltage Service Rates
If the distributor is fully or partially embedded, information on the following must be provided:

55 Forecast LV Cost Schedule 8-2-1; Schedule 2-3-1
Actual LV Cost for the last three historical years along with bridge and test year forecasts; year-over-year variances and explanations for

55 . : ) . ) Schedule 8-2-1
substantive changes in costs over time up to and including test year forecast

55 Support for forecast LV, e.g. Hydro One Sub-Transmission charges Schedule 2-3-1

55 Allocation of forecasted LV cost to customer classes (typically proportional to Tx connection revenue) Attachment 8-2-1(A)

55 Proposed LV rates by customer class Attachment 8-2-1(A)

Smart Meter Entity Charge

55 Current OEB-approved smart metering charge (SMC) until the OEB approves any updated SMC Schedule 8-2-2
Loss Factors
55 Proposed SFLF and Total Loss Factor for test year Attachment 8-2-3; Attachment 8-2-3(A)
56 Statement as to whether LDC is embedded including whether fully or partially Schedule 8-2-3
56 Study of losses if required by previous decision Attachment 8-2-3(B)
56 3-5 years of historical loss factor data - Completed Appendix 2-R Attachment 8-2-3(A)
If proposed distribution loss factor >5% or is showing an increasing trend, explanation for level of losses, details of actions taken to reduce
56 ] ; " ; . Proposed loss factor <5%
losses in the previous five years, and actions planned to reduce losses going forward
56 Explanation of SFLF if not standard Standard SFLF was used and it is based on calculation in Appendix 2-R
56 Reconciliation between the application and RRR filing Schedule 8-2-3

Tariff of Rates and Charges

Current and proposed Tariff of Rates and Charges - must be filed in Excel format and PDF format

56 Explanation and support of each change in the appropriate section of the application Attachment 8-5-1(A),(B), Schedule 8-4-2
56 Completed Bill Impacts Model Attachment 8-5-1(C)

56 Explanation of changes to terms and conditions of service if changes affect application of rates and rationale behind those changes Schedule 8-4-2

56 Proposed tariffs must include applicable regulatory charges, and any other generic rates as ordered by the OEB Attachment 8-5-1(A),(B)

Revenue Reconciliation

56

Calculations of revenue per class under current and proposed rates; reconciliation of rate class revenue and other revenue to total revenue
requirement (i.e. breakout volumes, rates and revenues by rate component etc.)

Schedule 8-1-3

57

Completed RRWF - Sheet 13 (table reconciling base revenue requirement against revenues recovered through proposed rates)

Attachment 6-1-1(A)-(E)

Bill Impact Information

Completed Tariff Schedule and Bill Impacts Model. Bill impacts must identify existing rates, proposed changes to rates, and detailed bill

57 impacts (including % change in distribution excluding pass through costs - Sub-Total A, % change in distribution - Sub-Total B, % change in | Attachment 8-5-1(A)
delivery - Sub-Total C, and $ change in total bill)
- — — - - - 3
57 Impact Of. changes resulting from the as-filed application on representative samples of end-users (i.e. volume, % rate change and revenue). Attachment 8-5-1(A),(C)
Commodity and regulatory charges held constant
Bill impacts provided for typical customers and consumption levels. Must provide residential 750 kWh and GS<50 2,000 kWh. Bill impacts
57 ; . ) . Attachment 8-5-1(A),(C)
must be provided for a range of consumption levels relevant to the service territory for each class
If applicable, for certain classes where one or more customers have unique consumption and demand patterns, the distributor must show a . i . . .
57 No customers identified with unique consumption or demand patterns.

typical impact and provide an explanation

Rate Mitigation

58

Mitigation plan if total bill increase for any customer class is >10% including: specification of class and magnitude of increase, description
of mitigation measures, justification for mitigation measure including reasons if no mitigation proposed, other relevant information. The
Tariff Schedule and Bill Impacts Model must reflect any mitigation plan proposed.

Schedule 8-5-2

Rate Harmonization Mitigation Issues

58 If part of a MAADs transaction, and rate harmonization plan not yet approved by the OEB, a rate harmonization plan must be filed No MAAD, rate harmonization not applicable

58 Plan includes a detailed explanation and justification for the implementation plan, and an impact analysis No MAAD, rate harmonization not applicable
If impact of COS increases and harmonization effects result in total bill increases for any customer class exceeding 10%, discussionion of o .

58 o . L S e N o . No MAAD, rate harmonization not applicable
proposed measures to mitigate increases in its mitigation plan, or justification provided as to why mitigation is not required

58 Migration plan that includes fully harmonizing rates that is to be accomplished over more than one year must be supported by a detailed No MAAD, rate harmonization not applicable

plan for accomplishing this during the subsequent Price Cap IR period

EXHIBIT 9 - DEFERRAL AND VARIANCE ACCOUNTS

58&59

Summary table showing all active DVAs not disposed of yet, showing principal and interest/carrying charges, total balance for each
account, whether account being proposed for disposition and whether the account is proposed to be continued or discontinued

Schedule 9-1-1; Schedule 9-1-3




59

In a separate section under the summary table:

- For any account identified in the summary table as not being proposed for disposition, provide an explanation as to why it is not being
proposed for disposition

- For any Group 2 account identified in the summary table that are proposed to be discontinued, provide an explanation as to why it is
being discontinued
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Schedule 9-1-1; Schedule 9-1-3; Schedule 9-3-1

59

If applicable, description of DVAs that were used differently than as described in the APH, relevant accounting order or other OEB
document

Schedule 9-1-3

59

Completed DVA continuity schedule for period from last disposition to present - live Excel format. Continuity schedule must show separate
itemization of opening balances, annual adjustments, transactions, dispositions, interest and closing balances for all active DVAs. The
opening principal amounts and interest amounts for Group 1 and 2 balances, shown in the DVA Continuity Schedule, must reconcile with
the last applicable approved closing balances.

Attachment 9-3-1(A)

59

Explanation if account balances in continuity schedule differs from trial balance reported through RRR and documented in AFS - included
in tab Appendix A of DVA schedule. This includes all Account 1508 sub-accounts. A reconciliation of all the Account 1508 sub-accounts to
the Account 1508 control account reported in the RRR is to be provided in the DVA continuity schedule

Attachment 9-3-1(A)

59&60

Statement whether any adjustments made to DVA balances previously approved by OEB on final basis - the OEB expects that no
adjustment will be made to any deferral and variance account balances previously approved by the OEB on a final basis. If any
adjustments have been made, explanation for the nature and the amount of the adjustment(s), and appropriate supporting documentation,
under a section titled “Adjustments to Deferral and Variance Accounts”

Schedule 9-1-1

60

Confirmation of use of interest rates established by the OEB by month or by quarter for each year; most recently published rate used for
future periods

Schedule 9-1-1

Disposition of Deferral and Variance Accounts

Refer to DVA Continuity Schedule Instructions for instructions on completing the DVA Continuity Schedule, annual updates and

60 discussions on default treatments and expectations for DVAs Attachment 9-3-1(A)
Provide confirmation that a distributor is allocating DVAs using an approved allocator. If proposing to allocate a DVA which the OEB has not

60 established an allocator, proposed allocation based on cost driver must be provided with justification; indication of proposed billing Attachment 9-3-1(A)
determinants, including charge type for recovery purposes and included in cont. schedule

60 Propose_rate r|d<?rs that dispose of the balances. If the distributor is proposing an alternative recovery period other than one year, Balances are proposed to be disposed of in 2026
explanation provided

60 Provide support (e.g., explanations, calculations) on how each material Group 2 balance is determined. For utility-specific Group 2 Schedule 9-1-3: Schedule 9-3-1

accounts that are not material, provide a brief explanation of the account balance and the relevant accounting order

Disposition of Accounts 1588 and 1589

61

If a distributor has not implemented OEB’s February 21, 2019 accounting guidance, indication that this is the case

Hydro Ottawa has implemented the OEB’s February 21, 2019 accounting guidance

61

Indication of the year in which Account 1588 and Account 1589 balances were last approved for disposition, and whether the balances
were approved on an interim or final basis. If the balances were last disposed on an interim basis, indicate the year in which balances were
last disposed on a final basis

Schedule 9-3-1

61

If requesting final disposition of balances for the first time following implementation of the accounting guidance, confirmation that
accounting guidance has been implemented fully effective January 1, 2019

Hydro Ottawa has requested final disposition of Accounts 1588 & 1589 in previous
applications, subsequent to the implementation of the accounting guidance

60 & 61

In order to request for final disposition of historical balances as part of the current application, confirmation that these balances have been
considered in the context of the accounting guidance and provide a summary of the review performed. Discussion on the results of the
review, any systemic issues noted, and whether any material adjustments to those balances have been recorded. Summary and
description of each adjustment made to the historical balances provided

Schedule 9-1-2

61

Commodity Accounts Analysis Workform (Formerly GA Analysis Workform) (in live Excel format) for each year that has not previously been
approved by the OEB for disposition. If the distributor is adjusting the Account 1589 balance that was previously approved on an interim
basis, the Commaodity Account Analysis Workform must be completed from the year after the distributor last received final disposition for
Account 1589

Attachment 9-3-1(B)

61

As described in Note 5 in the Commodity Accounts Analysis Workform, reconciliation of any discrepancy between the actual and expected
balance by quantifying differences (e.g. true-ups between estimated and actual costs and/or revenues). Any remaining unexplained
discrepancy between the actual and expected balance that is greater than +/- 1% of the total annual IESO GA charges will be considered
material and warrant further investigation.

Schedule 9-1-2; Schedule 9-3-1; Attachment 9-3-1(B)

62

Completed reasonability test for the balance in Account 1588. The reasonability test is included in the Commaodity Accounts Analysis
Workform.

Attachment 9-3-1(B)

Disposition of Account 1580, Sub-account CBR Class B Variance

62

Proposed disposition of Account 1580 sub-account CBR Class B in accordance with the CBR Accounting Guidance. Must be disposed
over one year.

- Account 1580 sub-account CBR Class A is not to be disposed through rates proceedings but rather follow the OEB’s accounting
guidance

- Refer to DVA Continuity Schedule Instructions for further details on the treatment of CBR related sub-accounts

The disposition of Group 1 accounts, including sub-account 1508 CBR Class A will
be provided at a later stage in this application

Disposition of Account 1595

Distributors are expected to request disposition of residual balances in Account 1595 Sub-accounts for each vintage year once, on a final

Schedule 9-3-1, details on the disposition of Group 1 accounts, including

62 basis sub-account 1595 for vintage year(s) will be provided at a later stage in this
application
63 Explanation for any material residual balances being proposed for disposition, including quantifying significant drivers of the residual There are no material residual 1595 balance being proposed for disposition

balance
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Disposition of Retail Service Charges Related Accounts

63

If there is a balance in 1518 or 1548, distributor must:
- confirm variances are incremental costs of providing retail services
- state whether Article 490 of APH has been followed; explanation if not followed

ORIGINALC
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Nil balance for accounts 1518 & 1548

63

If the balances in Account 1518, Account 1548, or Account 1508 Sub-account Retail Service Charges Incremental Revenue are material,
the distributor must identify drivers for the balance(s) and provide schedule identifying all revenues and expenses listed by USoA that are
incorporated into the variances

Nil balance for accounts 1518 & 1548

63&64

The OEB established a new variance account for electricity distributors that no longer used the RCVAs. The balance in the account, as well
as in Accounts 1518 and 1548, would be disposed to ratepayers in a future rate application, and the account subsequently closed.
Distributors that have not yet done so in a COS application may forecast balances up to the end of the incentive rate-setting period and the
OEB may consider disposing of the forecast amounts

Schedule 9-1-3; Schedule 9-3-1; Attachment 9-1-3(A)

Disposition of Account 1592, Sub-account CCA Changes

Provide full revenue requirement impact recorded in Account 1592, Sub-account CCA Changes and the balance sought for review and

64 . o Schedule 9-1-4
disposition
Calculations for accelerated CCA differences per year, based on actual capital additions. Calculations include: underpreciated capital cost
64 continuity schedules for each year itemized by CCA class, calculated PlLs/tax differences, grossed-up PlLs/tax differences, other Schedule 9-1-4; Attachment 9-1-4(A)
applicable information
64 Confirmation that Account 1592 amounts related to ICM/ACM have been included in the account, if applicable Hydro Ottawa used Custom IR Framework
64 Reconciliation of these amounts to the amounts presented in Account 1592 sub-account CCA changes in the DVA continuity schedule Schedule 9-1-4; Attachment 9-3-1(A)
64 If a distributor does not have a balance in this sub-account, the distributor must explain why Balance exists sub-account as detailed in Schedule 9-1-4

Disposition of Account 1509 Impacts Arising from the COVID-19 Emergency

65

If requesting disposition of any amounts related to the COVID-19 Account, the following, at a minimum is to be provided:

-Discussion regarding the interactions between the COVID-19 Account and other existing generic or utility-specific accounts, including a
determination that there is no double-counting between multiple ratemaking mechanisms

-Calculation showing that the distributor passes the ROE-based means tests, including limitations on recoveries when various ROE
thresholds are reached, and that the appropriate recovery rates for each sub-account have been applied

-Supporting calculations for the annual amounts recorded in each of the sub-accounts, including the methodology used to measure
incremental costs and savings, as applicable

- Discussion of causation, materiality, prudence of any amounts recorded in the sub-accounts, including all identified savings and cost
reductions

-Discussion of whether the distributor would be able to reasonably forecast any further entries in the account, up to the effective date of the
new rates, so that the account may be disposed in its entirety in the current proceeding (and whether the distributor would be amenable to
such an approach)

-Statement confirming proposed discontinuation of the COVID-19 Account, effective the same date as the new rates. If this is not the case,
supporting rationale provided

Hydro Ottawa has not recorded amounts into the COVID 19 account

Disposition of Account 1508, Sub-account Pole Attachment Revenue Variance

66

A table showing the calculation of the account balance, the annual balance broken down customer type, if applicable and:
-the number of poles used in the calculation

-the pole attachment charge incorporated in rates

-the updated charge

May also foecast the balance to the effective date of its new rates

Schedule 9-1-3

66&67

Distributors requesting disposition of any amounts recorded in the GOCA Variance Account are to file, at a minimum, the following
information:

-A statement confirming that distributor has reflected the GOCA impact in the locate costs of the test year's revenue requirement

- The proposed disposition of the GOCA Variance account under Account 1508 Sub-Account GOCA Variance Account and discontinuance
of the account after the rebasing application

- Rationale needs to be provided if the distributor proposes to continue the GOCA Variance account in the rate term

Schedule 9-1-1, Schedule 9-1-3, Schedule 9-3-1

Disposition of Account 1511 Incremental Cloud Computing Implementation Costs

67

Distributors requesting disposition of any amounts recorded in the Cloud Computing Implementation Account are to file, at a minimum, the
following information:

-A discussion and supporting explanation for the annual amounts recorded in the account, including the methodology used to measure
incremental costs and offsetting savings, as applicable. If there are no offsetting savings, explanation should be provided

- A list of the cloud solution(s), actualor forecast amount(s), type(s) of expenditure, adn nature of costs

-A list of costs requested by projects (each with the business purpose of the projects) and a statement for each project regarding whether
the cost associated for each project is material

-A discussion of whether the distributor would be able to reasonably forecase any futher entries in the account, up to the effective data of
new rates, so that the account may be disposed in its entirety in the current proceeding (and whether the distributor would be amenable to
such an approach)

- A statement confirming that the distributor proposes discontinuation of the Cloud Computing Implementation Account, effective the same
date as the new rates

Schedule 9-1-3, Hydro Ottawa is not requesting disposition of Account 1511

Disposition of Distributor-Specific Accounts




For any material, distributor-specific accounts requested for disposition (e.g., Account 1508 sub-accounts), supporting evidence showing
68 how the annual balance is derived and relevant accounting order should be provided. For distributor-specific accounts requested for
disposition that are not material, provide a brief explanation for the account balance and the relevant accounting order.
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Establishment of New Deferral and Variance Accounts
If new DVA - evidence provided which demonstrates that the requested DVA meets the following criteria: causation, materiality, prudence;
68 include draft accounting order with description of the mechanics of the account, provide examples of general journal entries and the
proposed account duration

Schedule 9-2-1

Lost Revenue Adjustment Mechanism Variance Account
In preparing claims related to disposition of outstanding LRAMVA balances, distributors may seek to claim savings from Conservation First
69 Framework (CFF) programs, and from programs they delivered through the Local Program Fund that was part of the Interim Framework.
Distributors should provide sufficient supporting documentation on project savings to support their claim

Attachment 9-1-5(A)

Disposition of LRAMVA
69 Disposition sought of all outstanding LRAMVA balances related to previously established LRAMVA thresholds, if possible

Schedule 9-1-5

Distributors with zero balance in the LRAMVA (including those with LRAM-eligible amounts previously approved on a prospective basis):
70 Indicate this fact in its application and advise that it is not requesting any disposition

N/A - Hydro Ottawa does not have a zero balance in the LRAMVA

Distributors with non-zero balance in the LRAMVA:

70 A distributor that does not have a confirmed zero balance in the LRAMVA should seek disposition as part of its application, with supporting
information, or provide a rationale for not doing so.

Schedule 9-3-1

Continuing Use of the LRAMVA for New NWS Activities
70 Indication of whether distributor is requesting an LRAMVA for one or more activities related to distribution rate-funded NWS activities or LIP
activities if this request has not been addressed in a previous application

N/A - Hydro Ottawa is not proposing an LRAMVA for activities related to distribution
rate-funded NWS activities or LIP activities

Appendix A Cost of Eligible Investments for the Connection of Qualifying Generation Facilities
If applicable, proposal to divide the costs of eligible investments between the distributor’s ratepayers and all Ontario ratepayers per O.Reg.

Appendix A 330/09 Hydro Ottawa does not have such costs
For distributors that are already receiving rate protection as a result of a previous application the new (current) cost of service application
. should include an update to include the actual costs incurred for the investments as well as a depreciation adjustment to calculate a new
Appendix A Hydro Ottawa does not have such costs

capital amount for input into Appendices 2-FA through 2-FC. This would generate a new up-to-date rate protection amount for the test year
and beyond, which will be subject to the materiality threshold
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ACA - Asset Condition Assessment

AFUDC - Allowance for Funds Used During Construction
ADMS - Advanced Distribution Management System
AED — Automated External Defibrillators

AIFR - All Injury Frequency Rate

AFT - Affordability Fund Trust

AGM - Annual General Meeting

Al - Artificial Intelligence

AMC - Asset Management Council

AMI - Advanced Metering Infrastructure

AMPs - Asset Management Plans

AMRP - Asset Management Risk Procedure

AMS - Asset Management System

AODA - Accessibility for Ontarians with Disabilities Act
AON - Account Overdue Notice

APB - Activity and Program Based Benchmarking

APH - Accounting Procedures Handbook
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APA - Arrears Payment Arrangement

ARC - Affiliate Relationships Code for Electricity Transmitters and Distributors
ASHP - Air Source Heat Pump

AWE - Average Weekly Earnings

BCA Framework - Benefit-Cost Analysis Framework

BCM - Business Continuity Management

BCR - Benefit to Cost Ratio

BESS - Battery Energy Storage System

BEYV - Battery Electric Vehicle

BOMA - Building Owners and Managers Association

BTM DER - Behind the Meter Distributed Energy Resource
B&V - Black & Veatch Management Consulting, LCC

C&I - Commercial and Industrial

C&l Rate Design - Commercial and Industrial Rate Design
CA Study - Cost Allocation Study

CAD - Canadian Dollar

CAGR - Compound Annual Growth Rate

CAIDI - Customer Average Interruption Duration Index
CanMAG - Canadian Mutual Assistance Group

CAPEX - Capital Expenditures

CBR - Capacity Based Recovery
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CC&B - Customer Care & Billing

CCA - Capital Cost Allowance

CCC - Consumers Council of Canada

CCD - Cooling Degree Day

CDH - Cooling Degree Hours

CCO - Chief Customer Officer

CCRA - Connection and Cost Recovery Agreement

CDM - Conservation and Demand Management

CDP - Community Design Plans

CEA - Canadian Electricity Association

CEAP - COVID-19 Energy Assistance Program

CEATI - Centre for Energy Advancement through Technological Innovation
CEDO - Chief Electricity Distribution Officer

CEITC - Clean Energy Investment Tax Credit

CEMO - Corporate Energy Management Office

CEO - Chief Executive Officer

CER - Canada Energy Regulator

CFF - Conservation First Framework

CFO - Chief Financial Officer

CGAPP - Canadian Generally Accepted Accounting Principles

CHRO - Chief Human Resource Officer
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CIA - Connection Impact Assessment

CIR - Custom Incentive Rate-Setting

CIS - Customer Information System

CITO - Chief Information and Technology Officer

City - City of Ottawa

CLD - Coalition of Large Distributors

CMI - Customer Minutes Interrupted

CMIPS5 - Coupled Model Intercomparison Project Phase 5
CMIP6 - Coupled Model Intercomparison Project Phase 6
C&l - Commercial & Industrial

COS - Conditions of Service

COSWG - Conditions of Service Working Group

CP - Coincident Peak

CP&G - Corporate Planning & Governance

CPEF - Custom Price Escalation Factor

CPI - Consumer Price Index

CPP - Canada Pension Plan

CROF - Custom Revenue OM&A Factor

CRM - Customer Relationship Management

CRVA - Climate Risk and Vulnerability Assessment

CSA - Canadian Standards Association
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CSR - Customer Service Representative

CSRM - Customer-Specific Reliability Measures
Custom IR - Custom Incentive Rate-Setting

CVPM - Customer Value Performance Metrics

CWIP - Construction-Work-in-Progress

Cx - Customer Experience

DA - Distribution Automation

Dashboard - Electricity Utility Performance Dashboard
DBRS - Dominion Bond Rating Service Inc.

DDI - Due Diligence Inspections

DR - Demand Response

DER - Distributed Energy Resource

DERCP - Distributed Energy Resources Connection Procedure
DERM - Distributed Energy Resource Management
DESN - Dual Element Supply Network

DFR - Dielectric Frequency Response

DGA - Dissolved Gas Analysis

DMS - Distribution Management System

DND - Department of National Defence

DRC - Distributed Resource Coalition

DS - Distribution Station
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DSC - Distribution System Code

DSP - Distribution System Plan

DSO - Distribution System Operator

DST - Distribution Service Test

DVA - Deferral and Variance Account

EAM - Efficiency Adjustment Mechanism

EAM - Enterprise Asset Management

EC - Electricity Canada

ECA - Electrical Contractors Association

ECA Ottawa - Electrical Contractors Association of Ottawa
ECCC - Environment and Climate Change Canada
ED - Environmental Defence

EDA - Electricity Distributors Association

eDSM - Electricity Demand-Side Management

EDDVAR - Electricity Distributors’ Deferral and Variance Account Review

EEI - Edison Electric Institute

EFA - Emergency Financial Assistance
EFT - Electronic Funds Transfer
Electricity Act - Electricity Act, 1998
EMT - Executive Management Team

EMYV - Evaluation, Measurement, and Verification
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Enbridge - Enbridge Inc.

ENDM - Ministry of Energy, Northern Development and Mines
Energy Probe - Energy Probe Research Foundation
EOL - End of Life

EPP - Energy Performance Program

EPRF - Energy Probe Research Foundation

ERF - Energy Resource Facility

EPR - Ethylene Propylene Rubber

ERM - Enterprise Risk Management

ERMS - Enterprise Risk Management System

ERP - Enterprise Resource Planning

ERP - Ethylene Propylene Rubber

ESA - Electrical Safety Authority

ESB - Enterprise Service Bus

EST - Energy System Test

ES&C - Electricity Safety and Conservation

ESG - Environmental, Social and Governance

ESM - Earnings Sharing Mechanism

ETR - Estimated Time of Restoration

EV - Electric Vehicle

EWRB - Energy and Water Reporting and Benchmarking
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FAN - Field Area Network

FAWG - Financial Assistance Working Group

FCI - Fault Circuit Indicator

FCR - First Contact Resolution

FDD - Final Domestic Demand

FEMI - Feeders Experiencing Multiple Interruptions
FERC - Federal Energy Regulatory Commission
FES - Fall Economic Statement

FIT - Feed in Tariff

FLI - Feed Loader Index

FLISR - Fault Location, Isolation and Service Restoration
FPI - Feeder Performance Index

FRED - Federal Reserve Economic Data

FTE - Full-Time Equivalent

GA - Global Adjustment

GAAP - Generally Accepted Accounting Principles
GEA - Green Energy Act

GOBHA - Greater Home Builder’s Association
GOCA - Getting Ontario Connected Act

GOES - Grain Orientated Electric Steel

GDP-IPI - Implicit Price Index for Gross Domestic Product
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GHG - Greenhouse Gas

GIS - Geographic Information System

GMRC - Governance and Management Resources Committee
GOHBA - Greater Ottawa Home Builders’ Association
GPS - Global Positioning System

GS - General Service

GWh - Gigawatt-Hour

Handbook - Handbook for Utility Rate Applications
HAP - Home Assistance Program

HCI - Hydroelectric Contract Initiative

HDD - Heating Degree Day

HDH - Heating Degree Hours

HI - Asset Health Index

HESOP - Hydroelectric Standard Offer Program

HLR - Hourly labour rate

HOCC - Hydro Ottawa Capital Corporation

HOEP - Hourly Ontario Energy Price

HOESI - Hydro Ottawa Energy Services Inc.

HR - High Rise

HR - Human Resources

HST - Harmonized Sales Tax
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HVAC - Heating, Ventilation and Air Conditioning
HVDS - High Voltage Distribution Station

Hydro One - Hydro One Networks Inc.

Hydro Ottawa - Hydro Ottawa Limited

IAS - International Accounting Standard

laaS - Infrastructure-as-a-Service

IASB - International Accounting Standards Board
IBEW - International Brotherhood of Electrical Workers
ICC - Incident Command Centre

ICD - Institute of Corporate Directors

ICE - Internal Combustion Engine

ICI - Industrial Conservation Initiative

ICSRS - Information Classification & Scheme and Retention Schedule

IDAMS - International Distribution Asset Management Study

IDF - Intensity-Duration-Frequency

IEEE - Institute of Electrical and Electronics Engineers
IESO - Independent Electricity System Operator

IF - Interim Framework

IFRS - International Financial Reporting Standards

IM - Information Management

Innovative - Innovative Research Group
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loT - Internet of Things

IR - Infra-Red

IRC - Investment Review Committee

IRM - Incentive Regulation Mechanism
IRRP - Integrated Regional Resource Plan
IT - Information Technology

ITA - Income Tax Act

ITIC - Information Technology Industry Council
ITOM - IT Operations Management

IVR - Interactive Voice Response

JDE - J.D. Edwards

JHSC - Joint Health and Safety Committee
KAM - Key Account Management

KNR+ - Kanata North Retrofit

KPI - Key Performance Indicators

KRI - Key Risk Indicators

kV - Kilovolt

kW - Kilowatt

kWh - Kilowatt-hours

LAC - Locate Alliance Consortium

LAN - Local Area Network
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LAPS - Local Achievable Potential Study

LAP - Local Achievable Study

LC - Large Commercial

LDC - Local Distribution Company

LDEYV - Light-Duty Electric Vehicles

LEAP - Low-Income Energy Assistance Program

LEAP EFA - Low-Income Energy Assistance Program Financial Assistance
LEED - Leadership in Energy and Environmental Design

LIP - Local Initiatives Program

LLR - Landlord Reversion

LMI - Labour Market Insights

LoS - Loss of Supply

LPC - Late Payment Charge

LPSS - Lodestar Profiling and Settlement Software

LR - Low Rise

LRAM - Lost Revenue Adjustment Mechanism

LRAMVA - Lost Revenue Adjustment Mechanism Variance Account
LRT - Light Rail Transit

LTC - Leave to Construct

LTE - Long-Term Evolution

LTD - Long-Term Disability
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LTLT - Long Term Load Transfer

LTR - Limited Time Rating

LV - Low Voltage

LWDSR - Lost Workday Severity Rate

M&R - Maintenance and Reliability

MAA - Merger, Amalgamation, Acquisition

MED - Major Event Day

MDG&A - Management Discussion and Analysis

MDMI/R - Meter Data Management/Repository

MDS - Meter Data Services

MECP - Ministry of the Environment, Conservation and Parks
Mercer - Mercer Canada

MHL - MyHydroLink

MicroFIT - Micro Feed in Tariff

MIFRS - Modified International Financial Reporting Standards
MILP - Mixed Integer Linear Programming

MIMO - Move-in/Move-out

MIP - Material Investment Plan

MOE - Ministry of Energy

MOL - Ministry of Labour

MPAC - Municipal Property Assessment Corporation
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MRP - Market Renewal Program

MTS - Municipal Transformer Station

MURB - Multi-Unit Residential Building

MUSH - Municipalities, Universities, Schools and Hospitals
MVA - Mega Volt Ampere

MW - Megawatt

MWM - Mobile Workforce Management

MWh - Megawatt-hour

MyAccount - Hydro Ottawa’s web-based customer service portal
NAICS - North American Industry Classification System
NAMAG - North Atlantic Mutual Assistance Group

NCP - Non-Coincident Peak

NCR - National Capital Region

NCTA - National Cyber Threat Assessment

NEER - New Experimental Experience Rating

NERC - North American Electric Reliability Corporation
NPCC - Northeast Power Coordinating Council

NIST - National Institute of Standards and Technology
NOC - National Occupational Classification

NRAL - National Renewable Energy Laboratory

NRC - National Research Council
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NRCan - Natural Resources Canada

NREL - National Renewable Energy Laboratory

NWS - Non-Wires Solutions

NYISO - New York Independent System Operator

O&M - Operations and Maintenance

ODERA - Ottawa DER Accelerator Project

ODS - Operational Data Store

OEA - Ontario Energy Association

OEB - Ontario Energy Board

OEL - Ontario Electrical League

OER - Ontario Electricity Rebate

OESP - Ontario Electricity Support Program

OH - Overhead

OHSAS - Occupational Health and Safety Assessment Series
OHSE - Occupational Health, Safety and Environment
OM&A - Operations, Maintenance and Administration
OMERS - Ontario Municipal Employees Retirement System
OMERS SC Board - OMERS Sponsors Corporation Board of Directors
OnMAG - Ontario Mutual Assistance Program

OMS - Outage Management System

OOTB - Out-of-the-Box
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OPEB - Other Post-Employment Benefits

OPS - Operations

ORCGA - Ontario Regional Common Ground Alliance

ORTAC - Ontario Resource and Transmission Assessment Criteria

OT - Operational Technology

OTN - Optical Transport Network

PA - Predictive Analytics

PBR - Performance Based Regulation
P&C - Protection and Control

PCBs - Polychlorinated Biphenyls
PCI - Price Cap Index

PCR - Preliminary Consultation Report
PCT - Power Cable Technician

PD - Partial Discharge

PEG - Pacific Economics Group

PHEYV - Plug-in Hybrid Electric Vehicle

PIEVC - Public Infrastructure Engineering Vulnerability Committee

PILC - Paper Insulated Lead Cable

PILS - Payments in Lieu of Taxes

PILS Tax Model - Income Tax/PILS Workform

PLM - Power Line Maintainer
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PLS - Pole Line Systems

PLT - Power Line Technician

PLTE - Private Long-Term Evolution

PMBOK - Project Management Body of Knowledge

PMI - Project Management Institute

PMO - Program Management Office

POAM - Performance Outcomes Accountability Mechanism
PP - Pollution Probe

PPA - Power Purchase Agreement

PPE - Personal Protective Equipment

PP&E - Property, Plant and Equipment

PSWHA - Public Service Work on Highways Act

PSPC - Public Services and Procurement Canada
PSUI-CDM - Process and Systems Upgrade Initiative

PV - Photovoltaic

Q.C.H - Queensway-Carleton Hospital

RASCI - Responsible, Accountable, Supporting, Consulted, and Informed
RAP - Redesign Action Plan

RARA - Regulatory Asset Refund Account

RCI - Revenue Cap Index

RCP - Representative Concentration Pathway
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RCVA - Retail Cost Variance Account

REG - Renewable Energy Generation

Régie - Régie de I'énergie

RESOP - Renewable Energy Standard Offer Program
RFI - Request for Information

RFP - Request for Proposal

RFPQ - Request for Pre-Qualification

RFQ - Request for Qualifications / Request for Quotations
RFSA - Request for Supply Arrangements

RFSO - Request for Standing Offers
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RFx - Collectively referred to various procurement vehicles such as RFI, RFP, RFQ, etc.

RIP - Regional Infrastructure Plan

RLRA - Regulatory Liability Refund Account

ROE - Return on Equity

ROW - Right-of-Way

RPO - Recovery Point Objective

RPP - Regulated Price Plan

RPPAG - Regional Planning Process Advisory Group’s

RRF - Renewed Regulatory Framework for Electricity Distributors
RRR - Reporting and Record Keeping Requirements

RRRP - Rural or Remote Electricity Rate Protection
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RRWF - Revenue Requirement Work Form

RSCs - Retail Service Charges

RSI - Risk Sciences International

RMS - Root Mean Square

RSVA - Retail Settlement Variance Account

RTO - Recovery Time Objective

RTU - Remote Terminal Unit

RTSR - Retail Transmission Service Rate

SaaS - Software-as-a-Service

SAIDI - System Average Interruption Duration Index

SAIFI - System Average Interruption Frequency Index
SAMP - Strategic Asset Management Plan

SARFI - System Average Root Mean Square Variation Frequency Index
SAN - Storage Area Network

SC - Service Charge

SCADA - Supervisory Control and Data Acquisition

SEC - School Energy Coalition

SHEU - Survey of Household Energy

SCIEU - Survey of Commercial and Institutional Energy Use
SD - Standard Deviation

SDHI - Short Duration-High Intensity
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SE - Standard Error

SEO - Search Engine Optimization

SESC - Smart Energy Steering Committee
SF6 - Sulfur Hexafluoride

Scorecard - Electricity Distributor Scorecard
SIA - System Impact Assessment

SIP - Session Initiation Protocol

S/L - Street Lights

SLA - Service Level Agreement

SLI - Station Load Index

SMC - Smart Metering Charge

SME - Smart Metering Entity

S&P - Standard & Poor’s

SQR - Service Quality Requirement

SR - System Renewal

SR&ED - Scientific Research and Experimental Development

SS - System Service
SSC - Specific Service Charge

SSO - Single Sign-On

SSS Charge - Standard Supply Service Administrative Charge

Stantec - Stantec Consulting Ltd.
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STEM - Science, Technology, Engineering, Math
SUB - Substations

SUV - Sport Utility Vehicle

System O&M - System Operations & Maintenance
Tiered - Tiered RPP

TIM - Testing, Inspection and Maintenance

TDA - Training Delivery Agent

TFP - Total Factor Productivity

THESL - Toronto Hydro Electric System Limited
TMP - Transportation Master Plan (City of Ottawa)
TOC - Transformer Ownership Credit

TOGAF - The Open Group Architecture Framework
TOU - Time of Use

TS - Transmission Station

TUL - Typical Useful Life

TWA - Triangulated Weighted Average

UCC - Undepreciated Capital Cost

UG - Underground

UI/UX - User Interface/User Experience

ULO - Ultra-Low Overnight

ULS - Underground Line System
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UP - UtilityPULSE

USF - Utilities Standard Forum

USL - Unmetered Scattered Load

USD - United States Dollar

USofA - Uniform System of Accounts

UTRs - Uniform Transmission Rates

VASH - Vulnerability Assessment and System Hardening
VECC - Vulnerable Energy Consumers Coalition
VLA - Vented lead-acid (batteries)

VRLA - Valve-regulated lead-acid (batteries)
VLF - Very Low Frequency

VOC - Voice of the Customer

Vol. R - Volumetric Rate

VR - Virtual Reality

WACC - Weighted Average Cost of Capital
WCA - Working Capital Allowance

WAHSP - Weighted Average Hourly Spot Price
WMC - Wholesale Market Charge

WMS - Wholesale Market Service

WSIB - Workplace Safety and Insurance Board

XFMR - Transformer
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1 XLPE - Cross Linked Polyethylene
2 Yearbook - Electricity Distributor Yearbook
3 YMPE - Yearly Maximum Pensionable Earnings
4 ZEB - Zero Emissions Bus
5 ZEVIP - Zero Emission Vehicle Infrastructure Program
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ADMINISTRATION

1. INTRODUCTION

In accordance with the Ontario Energy Board’s (OEB) Chapter 2 Filing Requirements for
Electricity Distribution Rate Applications - 2025 Edition for 2026 Rate Applications, dated
December 9, 2024, (Filing Requirements), this Schedule provides information relating to the

administration of this Application.

2. PRIMARY CONTACT INFORMATION
April Barrie

Director, Regulatory Affairs

Hydro Ottawa Limited

2711 Hunt Club Road, PO Box 8700
Ottawa, Ontario K1G 3S4

Telephone: 613-738-5499 ext. 2106
Mobile: 613-808-3261

Email: RequlatoryAffairs@HydroOttawa.com

3. LEGAL REPRESENTATION
Charles Keizer

Partner

Torys LLP

79 Wellington St. W.

Box 270, TD South Tower
Toronto, ONtario M5K 1N2
Telephone: 416-865-7512

Email: ckeizer@torys.com
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4. INTERNET ADDRESS & SOCIAL MEDIA ACCOUNTS

Hydro Ottawa Limited’s (Hydro Ottawa) main webpage: www.hydroottawa.com

Hydro Ottawa Twitter: www.x.com/hydroottawa

Hydro Ottawa Facebook: www.facebook.com/hydroottawa

Hydro Ottawa Instagram: www.instagram.com/hydroottawa

Hydro Ottawa Youtube: www.youtube.com/hydroottawalimited

Hydro Ottawa Bluesky: https://bsky.app/profile/hydroottawa.bsky.social

Regulatory documents will be available on the Active Applications page of the Regulatory Affairs
section of the Hydro Ottawa website:

https://hydroottawa.com/en/about-us/requlatory-affairs/active-applications

5. MATERIAL IMPACTS ON CUSTOMERS
While the proposals set forth in this Application will change the rates for all customer classes,
there are no proposed changes that will result in total bill impacts which exceed the 10% bill

impact threshold and which would thus have a material impact on customers.

6. MATERIALITY THRESHOLD

As per the Filing Requirements, distributors with 30,000 or more customers and a distribution
base revenue requirement of more than $200 million must use a materiality threshold of $1M.
Hydro Ottawa’s service revenue requirement for 2026 is above $200M, and thus the materiality
threshold for this Application is $1M.

Hydro Ottawa notes that the $1M materiality threshold will apply to the utility for any future

Z-factor application(s).

7. PUBLICATION AND NOTICE
Hydro Ottawa recommends that the Notice of Hearing for this Application be published in the

Ottawa Citizen and Le Droit newspapers, both of which are paid daily publications. The Ottawa

Administration
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Citizen is the English language newspaper serving Ottawa and the surrounding region, including

the Municipality of Casselman. Le Droit is the French language newspaper serving Ottawa and

the surrounding region, including the Municipality of Casselman.

As per the OEB’s letter dated March 28, 2024, Hydro Ottawa notes that the utility has already

given notice to existing standby customers on the proposed changes to standby rates. As

mentioned in Schedule 7-1-3 - Standby, these customers were informed via email in January

2025 of Hydro Ottawa’s plans to seek final approval for interim standby rates and to propose

adjustments to the current standby rate design, effective January 1, 2026.

8. BILL IMPACTS

Tables 1 and 2 below provide a summary of distribution bill impacts and total bill percentage

impact for a typical residential customer using 750 kWh per month and for a General Service

< 50 kW customer using 2,000 kWh per month.

Table 1 - Residential Bill Impact
Residential (750 kWh) 2026 2027 2028 2029 2030
Change in Distribution Charge ($) $6.08 $3.79 $ 3.31 $2.72 $2.74
Change in Distribution Charge (%) 17.62% 9.34% 7.46% 5.70% 5.44%
Total Bill % change 6.05% 2.73% 2.33% 1.88% 1.85%
Table 2 - General Service <50 kW Bill Impact

General Service < 50 kW (2000
kWh) 2026 2027 2028 2029 2030
Change in Distribution Charge ($) $14.57 $8.42 $7.50 $6.62 $5.80
Change in Distribution Charge (%) 16.96% 8.38% 6.89% 5.69% 4.71%
Total Bill % change 4.94% 2.35% 2.05% 1.77% 1.53%
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9. FORM OF HEARING REQUESTED

Hydro Ottawa requests that this Application be disposed of by way of an oral hearing.

10. REQUESTED EFFECTIVE DATE

Hydro Ottawa requests approval of the proposed distribution rates and other charges set forth in
this Application effective January 1, 2026. Where the case might be that the OEB’s Decision
and Order approving these rates and other charges is released after this proposed effective
date, Hydro Ottawa is requesting that the 2025 distribution rates and charges remain effective
on an interim basis as of January 1, 2026 until the actual rates that are effective January 1,
2026 can be billed. In addition, Hydro Ottawa is requesting an account to recover the difference

between the interim rates and the actual rates effective January 1, 2026.

11. CHANGES TO METHODOLOGIES USED IN PREVIOUS APPLICATIONS
The following methodology changes were applied in this Application, as compared to Hydro
Ottawa’s 2021-2025 Custom IR Application:’

e A custom revenue cap index applied to operations, maintenance and administration
(OM&A), termed a Customer Revenue OM&A Factor (CROF)? to be approved in this
Application and applied in setting OM&A approvals for the years 2027 to 2030 through
annual application updates, which includes:

o A modified X-factor in the CROF that accounts for built-in productivity savings within
the OM&A forecast.

o A modified growth factor in the CROF that accounts for increases in customer count
and system capacity forecasts, weighted according to the OEB’s cost allocation

model.

" Hydro Ottawa Limited, 2027-2025 Custom Incentive Rate-Setting Approved Settlement Proposal, EB-2019-0261
(September 18, 2020).
2 See Schedule 1-3-1 - Rate Setting Framework for details on the CROF.
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N\

e Certain Uniform System of Accounts (USofAs) entries have been reclassified to provide a
more accurate representation of the regulatory accounting of certain transactions.?
e Updates to Load Forecast calculations include:*
o Using monthly averages, rather than month-end averages, to calculate customer and
connection numbers used in the revenue Load Forecost.
o Adjustments to base load forecast for electrification and rate reclassification
e The Dibblee and Maple Grove Operations Centres have been reclassified to the System
Renewal Investment Category (previously General Plant) to align with current regulatory

reporting requirements.®
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e Updates have been made to the cost allocation methodology, as follows:

o Cost allocation methodology now relies on an in-house cost allocation study to

determine primary and secondary asset and customer count splits and demand

allocators.®

o Cost allocation models for each Test Year (2026-2030) have been submitted to

reflect the impact of increasing electrification on the revenue load forecast.’

o Capital meter costs for GS 1,500-4,999 kW and Large Use customer classes are

weighted by the number of meters, rather than by the number of customers, as was

the case in the 2021-2025 Application.®

e The Rate Design methodology for standby rates incorporates the following changes:

o Standby volumetric charges are applied only to Billed Backup demand exceeding

500 kW, charged at fifty percent of the distribution variable rate.

o Backup overrun adjustment charges are billed using Hydro Ottawa’s distribution

variable rate of the applicable class.®

3 See Schedule 1-5-1 - Audited Financial Statements and Reconciliation for the updated USofA summary.

4 See Schedule 3-1-1 - Revenue Load and Customer Forecast for details on changes to calculations in the Load
Forecast.

5 See Schedule 2-5-5 - Capital Expenditure Plan for details.

6 See respectively Attachment 7-1-1 (F) - Primary/Secondary Cost Study and Attachment 7-1-1(G) - 2026 Demand
Allocators .

” See Excel Attachments 7-1-1(A) through 7-1-1(E) for the 2026-2030 Cost Allocation Models.

8 See Schedule 7-1-1 - Cost Allocation for details.

® See Schedule 7-1-3 - Standby Service Charge for details on Standby rate design.
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e Other Rate Design methodological changes include:

o Hydro Ottawa is proposing to apply the fixed monthly charge on a rate per day basis,
applicable to all rate classes.

o Proposed Low Voltage rates are calculated based on OEB’s Retail Transmission
Service Rate Model."

o A cost-based approach is used to calculate a utility-specific Standard Supply Service
(SSS) charge, rather than adopting OEB’s generic SSS amount.

e The 2026-2027 revenue requirement includes a contribution from current ratepayers to
address the intergenerational effects of temporary depreciation and capital cost allowance
differences.™

e Disposition of the 2021-2023 Lost Revenue Adjustment Mechanism Variance Account
(LRAMVA) balance, which includes an estimate of energy savings derived from electricity
conservation and demand-side management programs administered by the IESO within

Hydro Ottawa'’s service territory.™

12. OEB DIRECTIVES FROM PREVIOUS DECISIONS AND/OR ORDERS
Below is a summary of previous OEB Directives and a description of how such Directives are

addressed by Hydro Ottawa in this Application.

In EB-2012-0383, the OEB indicated that unmetered load (kW) and consumption (kWh) data
should ultimately be used to update load profile data for the purpose of the distributor’s next
cost allocation filing with the OEB, which occurs during the distributor’'s next cost of service
application to the OEB. Subsequently, in a letter dated June 12, 2015, the OEB stated that

“[tlhere may be merit in updating load profiles to be more reflective of an individual distributor’s

® See Schedule 8-1-2 - Fixed/Variable Proportion for details on charging fixed charges on a rate per day basis.
" See Schedule 8-2-1 - Retail Transmission and Low Voltage Service Rates for details on Low Voltage rates.
2 See Schedule 8-3-2 - Standard Supply Service Charge for details on this approach.

'3 See Schedule 9-1-4 - Account 1592 PILS and Tax Variance and Schedule 6-1-1 Revenue Requirement and
Revenue Deficiency or Sufficiency for details on this update to address intergenerational equity.

' See Schedule 9-1-5 - Lost Revenue Adjustment Mechanism Variance Account for details on this disposition.

Administration Administration



2026-2030 Custom IR

Ve EB-2024-0115
/‘ HVdro Exhibit 1

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

27

26

25

Tab 1
Schedule 4
ORIGINAL

Page 7 of 19

circumstances. The OEB expects individual distributors to be mindful of material changes to
load profiles and to propose updates in their respective cost of service or Custom Incentive

Rate-setting applications when warranted.”"®

As an outcome of Hydro Ottawa’s 2021-2025 Approved Settlement Agreement,’® the utility
agreed to develop in-house demand profiles by customer class as input to the next rebasing

application.

This has been developed as part of this Application. Please see Attachment 7-1-1(G) - 2026

Demand Allocators.

On August 21, 2014, amendments to the Distribution System Code (DSC) came into force
which required a distributor to install a MIST meter on any installation that is forecast by the
distributor to have a monthly average peak demand during a calendar year of over 50 kW."” The
deadline for distributors to comply with this DSC provision was August 21, 2020. Hydro Ottawa

has confirmed this deadline was achieved.

In the Decision rendered in EB-2018-0044, the OEB instructed Hydro Ottawa to provide an
update on the resolution to an Industrial Conservation Initiative (ICI) enrollment matter and
report on any necessary adjustments.' Hydro Ottawa has engaged the OEB on this matter and,
at this time, is not requesting any adjustments. As part of its Decision and Order on Hydro

Ottawa’s 2020 rate adjustment application, the OEB stated, in reference to this Directive, that

'® Ontario Energy Board, Letter re: Issuance of New Cost Allocation Policy for Street Lighting Rate Class (June 12,
2015), page 4.

'® Hydro Ottawa Limited, 2021-2025 Custom Incentive Rate-Setting Approved Settlement Proposal, EB-2019-0261
(September 18, 2020).

7 Ontario Energy Board, Notice of Amendment to a Code: Amendments to the Distribution System Code,
EB-2013-0311 (May 21, 2014).

'8 Ontario Energy Board, Decision and Rate Order, EB-2018-0044 (December 13, 2018), page 15.
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“the OEB will proceed to finalize the balances for 2017 and 2018, and in light of the OEB’s
October 31, 2019 letter regarding Adjustments to Correct for Errors in Electricity Distributor
‘Pass-Through’ Variance Accounts After Disposition, the OEB expects that any revisions to
previous balances relating to this matter will be accommodated through the disposition of future

variance account balances.”® There is no update to this matter.

On February 14, 2019, the OEB issued a Decision and Order directing electricity distributors —
including distributors with utility-specific charges — to implement new Retail Service Charges
(RSCs). In accordance with this decision, Hydro Ottawa stopped using its approved
distributor-specific RSCs and implemented the generic RSCs effective May 1, 2019. Hydro
Ottawa is not seeking distributor specific RSCs as part of this Application. See Schedule 8-4-3 -

Retail Service Charges for current Retail Service Charges.

In addition, any electricity distributor which had discontinued the use of Account 1518 and
Account 1548 was to establish a new 1508 Sub-Account to record the difference in the
incremental revenue as a result of the Decision and Order.?’ As Hydro Ottawa had discontinued
the use of Account 1518 and Account 1548, a new Sub-Account to 1508 has been established.
In accordance with OEB direction, Hydro Ottawa started tracking the incremental revenue in this
new Sub-Account effective May 1, 2019. Hydro Ottawa continued to use this Sub-Account to
record amounts until December 31, 2020. Balances in these 1508 Incremental Sub-Accounts
are proposed to be disposed of in this Application. For additional details, please see Schedule

9-1-3 - Group 2 Accounts.

In its Decision rendered in EB-2019-0077 on October 17, 2019, the OEB approved an
application submitted by Hydro One Networks Inc. (Hydro One) and Hydro Ottawa, pursuant to

section 92 of the Ontario Energy Board Act, 1998, seeking leave to construct the Power South

'® Ontario Energy Board, Decision and Rate Order, EB-2019-0046 (December 17, 2019), page 13.
2 |bid., Schedule B, page 1.
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Nepean Project.?’ The project consists of two key components: (1) a new municipal transformer
station to be constructed by Hydro Ottawa; and (2) upgrades to existing transmission facilities,
as well as construction of a segment of new transmission line by Hydro One. The leave granted
was subject to the OEB’s standard conditions of approval, one of which was that “[t]he
applicants shall advise the OEB of any proposed material change in the project, including but
not limited to changes in: the proposed route, construction schedule, the necessary
environmental assessment approvals, and all other approvals, permits, licenses, certificates and

rights required to construct the proposed facilities."??

By way of its 2021-2025 Custom IR Application, Hydro Ottawa informed the OEB of minor
modifications to the project’'s construction schedule. Whereas the original schedule had
contemplated an in-service date of November 2021, this date was subsequently revised to Q2
2022. In addition, the name of the station has been changed from South Nepean Municipal
Transformer Station (MTS) to Cambrian MTS. In Q2, 2022, the Cambrian substation was
energized and loaded in advance of the peak loading season for the neighbouring stations in

the south Nepean area.

As an outcome of the 2021-2025 Approved Settlement Agreement, Hydro Ottawa has agreed to
complete an analysis of its distribution assets to produce an updated split of certain asset
classes to primary and secondary components. The asset classes to be investigated are Poles,
Towers and Fixtures (Uniform System of Accounts (USofA) 1830), Overhead Conductors and
Devices (USofA 1835), Underground Conduits (USofA 1840) and Underground Conductors and
Devices (USofA 1845). The results of this cost study, combined with a reassessment of
customer class composition (primary, secondary, transformer owned) will serve as input to the
demand profile study, described above as Directive #1, and mandated for Hydro Ottawa’s next

rebasing application. Hydro Ottawa confirms that this study has been completed and is available

2! Ontario Energy Board, Decision and Order, EB-2019-0077 (October 17, 2019).
2 |bid., Schedule B.
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1 in this Application as Attachment 7-1-1(F) - Primary/Secondary Cost Study. Results of this study
2 have been incorporated in the proposed cost allocation models, included as Excel Attachments
3 7-1-1(A) through (F).

5 As part of the 2021-2025 Approved Settlement Agreement, Hydro Ottawa agreed to
6 meaningfully consider the goals of the City of Ottawa’s Energy Evolution plan with a view to
7 pursuing cost efficiencies, reduced emissions, and enhanced energy outcomes for consumers in
8 the City of Ottawa. The utility will consider these elements in its next Distribution System Plan
9 and Business Plan.

10

11 Schedule 2-5-2 - Coordinated Planning with Third Parties provides an overview of how Hydro
12 Ottawa coordinates with the City of Ottawa in regards to Distribution System Planning for this
13 Application. The targets from the Energy Evolution initiative were considered in the
14 Decarbonization study, which is summarized in Section 9.4.2.1 of Schedule 2-5-4 - Asset
15 Management Process. Furthermore, as result of this engagement, Hydro Ottawa is proposing to
16 remove the Net-Metering Service Charge as part of this Application. See Schedule 6-3-4 - Other
17 Operating Revenue for details.

18
19

20 As outlined in the 2021-2025 Approved Settlement Agreement, between 2021 and 2025 Hydro
21 Ottawa shall endeavour to maintain its five-year average total system losses® below the target
22 of 3.02% set out by the OEB in EB-2005-0381 through cost-effective measures.

23
24 In addition, Hydro Ottawa prepared a plan to reduce distribution losses as much as possible

25 through cost-effective measures and filed the plan with the OEB in December 2022. In
26 2022-2025, Hydro Ottawa shall implement as many of the cost-effective measures as set out in

27 its plan as possible (e.g. any changes to planning and procurement processes to better mitigate

2z “Total System Losses” is as defined in: Hydro Ottawa Limited, 2027-2025 Custom Incentive Rate-Setting Approved
28 Settlement Agreement, EB-2019-0261 (September 18, 202), page 22.
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losses, investments that can be made within current budgets, operational measures, etc.). All
other cost-effective measures will be incorporated into the utility’s next rebasing application and
Distribution System Plan.

Finally, as described in Hydro Ottawa’s response to undertaking JT 3.10 in EB-2019-0261, a
pilot of Grid Edge Volt/VAr Control (VVC) solution was completed in 2020. A full analysis of the
pilot has been completed, including an economic use case. The System Loss Plan will inform
decisions on future deployment of the VVC devices. If further study identifies potential suitable
locations for cost-effective and impactful deployment of these units Hydro Ottawa will consider
proceeding in a subset of locations with an estimated investment of up to $1M over the five-year
test period. The cost of these investments will be accommodated within the overall approved

capital budget.

Hydro Ottawa has appended the System Loss Plan to this Application as Attachment 8-2-3(B) -
Hydro Ottawa System Losses Plan. An update on the measures proposed in the plan are

included in Schedule 8-2-3 - Loss Adjustment Factors.

In its Decision rendered in EB-2019-0261 on January 7, 2021, the OEB stated that any Hydro
Ottawa future Custom IR application needs to be justified. In addition, the OEB needs to be
satisfied that other rate-setting options have been considered. Hydro Ottawa has considered all
rate-setting options and has concluded that a Custom IR approach is the only suitable method
to execute its investments quickly and cost-effectively over the 2026-2030 rate period. Details

are available in Schedule 1-3-1 - Rate Setting Framework.

In its Decision rendered in EB-2019-0261 on January 7, 2021, the OEB stated that “Hydro
Ottawa’s efforts and achievements with respect to productivity improvements in its capital

programs and projects, undertaken during the 2021-2025 term, should be reported as part of

Administration
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Hydro Ottawa’'s next rebasing Application.”®* In this Application, details on Hydro Ottawa’s
efforts and achievements with respect to productivity improvements can be found in Schedule

1-3-4 - Facilitating Innovation and Continuous Improvement.

13. CONDITIONS OF SERVICE
The current version of Hydro Ottawa’s Conditions of Service (Version 9) is publicly available on
the Hydro Ottawa website here: 's website:

https://www.hydroottawa.com/en/about-us/policies/conditions-service

Subsequent to the filing of Hydro Ottawa’s last rebasing Application, the Conditions of Service
have been subject to two comprehensive revisions. Specifically, Version 8 came into effect on
December 1, 2021, and Version 9 on January 16, 2023. In addition, subsequent updates were

made to Appendices in 2024 and 2025 to comply with OEB code amendments.?

Updates to Version 8 and 9 include minor administrative modifications and clarifications to
ensure compliance with evolving codes and regulations. Other more substantial modifications to

the Conditions of Service are detailed in Table 3 below.

24 Ontario Energy Board, Decision and Order, EB-2019-0261 (January 7, 2021).

% Appendix E: Contracts and Applications for Connecting Distributed Energy Resources and Electric Vehicles was
updated as of May 27, 2024 as per the OEB’s Notice of Amendments to a Code to Facilitate Connection of Electric
Charging Vehicle Infrastructure, EB-2019-0207 (February 16, 2024) ; Appendix B: Economic Evaluation for
Distribution System Expansion/Enhancement was updated as of March 3, 2025 as per the OEB’s Notice of
Amendments to Facilitate the Connection of Housing Developments and Residential Customers, EB-2024-0092
(December 23, 2024). .
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Table 3 - Summary of Major Changes to Hydro Ottawa’s Conditions of Service

Section

Subject

Identification of

Details

Implementation Date

1.1 Revised language to clarify December 1, 2021
Distributor, Service | expectations on lead times.
Area and Servicing
Obligations
1.7 Distributor Rights Added clarification that Hydro December 1, 2021
and Responsibilities | Ottawa is responsible to provide
access to valid meter information as
required by the Retail Settlement
Code.
1.7 Distributor Rights Added a paragraph describing the December 1, 2021
and Responsibilities | customer’s responsibilities when
seeking to be designated as a
Critical Care customer.
211 Supply Point Added clarity that coach houses will December 1, 2021
not be provided with a second
supply point.
21.4 Upgrades Reference to ECG0006 was added December 1, 2021
to item (j) to clarify that the DER
installation will be required to meet
Hydro Ottawa’s protection standards
for generators.
21.6 Easements Added specificity on Hydro Ottawa’s December 1, 2021
position for properties with existing
Hydro Ottawa properties or
structures.
25.6.9 Energy Resource Language updated to clarify December 1, 2021
Facility Payments requirements around assigning a
FIT/MicroFIT contract.
3.1 Residential Maximum residential service December 1, 2021
updated from 400A to 600A.
G-1.5 Minor Upgrades Specified that socket-mounted December 1, 2021
transfer switches are considered to
be a minor update.

Administration
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Implementation Date

Using Appendix G

G-3.2 Vault Access Fees | Added a paragraph to indicate the December 1, 2021
process for scheduling a field visit.
G-3.9 Inspection and Section added to provide clarity on December 1, 2021
Testing Support request responses on medium
voltage equipment.
Appendix G General Notes and | Language updated to reflect Hydro January 16, 2023
G-0:8 Guidelines when Ottawa’s practice of providing one

Customer Layout per 12-month
period free of charge to the customer
for secondary infill or service
upgrades for residential or
commercial properties. Clarified
language to include that additional
charges may apply for completing
the work, revisions, or extra layouts
within the same period.

Hydro Ottawa anticipates that approval of this Application will result in the following

modifications to Hydro Ottawa’s Conditions of Service:

e The residential and small commercial net metering charge will be eliminated, as detailed in
Schedule 6-3-5 - Other Income & Deductions.
e Charges for residential electrical isolations/re-energizations will be removed,? as detailed in
Schedule 6-3-5 - Other Income & Deductions.

e Monthly fixed charges will be calculated on a daily basis for all rate classes, as detailed in
Schedule 8-1-1 - Fixed/Variable Proportion.

Hydro Ottawa confirms that no rates and charges are listed in its Conditions of Service that are

not in its Tariff of Rates and Charges.

% Currently, per Hydro Ottawa’s Conditions of Service one free non-electrical Isolation/Re-energization is provided.
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14. CORPORATE AND UTILITY ORGANIZATIONAL STRUCTURE
A description of Hydro Ottawa’s corporate and utility organizational structure, along with a
corporate entities relationship chart, is included in Schedule 1-6-1 - Corporate Structure and

Governance.

In 2024, Hydro Ottawa’s parent company, Hydro Ottawa Holding Inc., along with Hydro Ottawa
Capital Corporation, and Hydro Ottawa Limited sought approval for an internal corporate
reorganization. This reorganization involved Hydro Ottawa Capital Corporation acquiring 100%
of the shares in the issued and outstanding capital of Hydro Ottawa Limited from Hydro Ottawa
Holding Inc.. The Ontario Energy Board issued a Decision and Order approving the internal
corporate reorganization on July 2, 2024, and confirmed that the reorganization met the “no

harm” test.?” The transactions relating to the reorganization closed on October 1, 2024.

15. SPECIFIC RELIEF REQUESTED
This Application is submitted pursuant to section 78 of the Ontario Energy Board Act, 1998.

Herein, Hydro Ottawa is seeking the following approvals, which are also separately identified in
Attachment 1-1-4(A) - OEB Appendix 2-A - List of Request Approvals and clearly documented

throughout applicable sections of this Application:

1. Approval of 2026-2030 revenue requirement, as detailed in Schedule 6-1-1 - Calculation of
Revenue Deficiency or Sufficiency;

2. Approval of 2026 distribution rates and charges, effective January 1, 2026, as outlined in
Schedule 8-5-1 - Bill Impacts and Tariff of Rates and Charges;

3. Approval of the Custom IR rate-setting formula and related elements for 2027-2030

distribution rates and charges, as described in Schedule 1-3-1 - Rate Setting Framework;

# Ontario Energy Board, Decision and Order RE: Hydro Ottawa Holding Inc., Hydro Ottawa Capital Corporation, and
Hydro Ottawa Limited, Application for approval for Hydro Ottawa Capital Corporation to acquire 100% of the shares in
the issued and outstanding capital of Hydro Ottawa Limited from Hydro Ottawa Holding Inc., EB-2024-0164.

Administration
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Approvals related to deferral and variance accounts, as thus proposed throughout Exhibit 9.
In particular:

a. Approval of the continuation of certain existing deferral and variance accounts, as set
out in Schedule 9-1-1 - Summary of Current Deferral and Variance Accounts;

b. Approval of the discontinuance of certain existing deferral and variance accounts, as
proposed in Schedule 9-1-1 - Summary of Current Deferral and Variance Accounts
and Schedule 9-1-3 - Group 2 Accounts;

c. Approval of new and/or modified deferral and variance accounts, as proposed in
Schedule 9-2-1 - New Deferral and Variance Accounts and Schedule 1-3-1 - Rate
Setting Framework; and

d. Disposition of balances in existing deferral and variance accounts, as detailed in
Schedule 9-3-1 - Disposition of Deferral and Variance Accounts.

Approval of annual reporting for the 2026-2030 rate term, as proposed in Schedule 1-3-2 -
Proposed Annual Reporting - 2026-2030;

Approval of the 2026 opening rate base as proposed in Schedule 2-1-1 - Rate Base
Overview;

Approval of the finalization of existing interim standby rates, as detailed in Schedule 7-1-3 -
Standby Service Charge;

Approval of changes to the standby rate design, effective January 1, 2026, as proposed in
Schedule 7-1-3 - Standby Service Charge;

Approval of the distributor-specific Standard Supply Service Administrative Charge, as
outlined in Schedule 8-3-2 - Standard Supply Service Charge;

Approval of continuation of distributor-specific and generic OEB Specific Service Charges,
as proposed in Schedule 8-4-1 - Specific Service Charges;

Approval of revised loss factors, as detailed in Schedule 8-2-3 - Loss Adjustment Factors;
Approval of the removal of the Net Metering service charge, as detailed in Schedule 6-3-5 -

Other Income & Deductions.
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13. Approval for Hydro Ottawa to maintain the option of using the existing and any future
updates to the Non-Wires Solutions for Electricity Distributors Guidelines throughout the
2026-2030 period, as detailed in Schedule 1-3-1 - Rate Setting Framework.

14. Approval of other items or amounts that may be requested by Hydro Ottawa in the course of

the proceeding, and any such other relief or entitlements that the OEB may grant.

16. POLICY CONSULTATIONS AND COMPLIANCE AMENDMENTS CURRENTLY
UNDERWAY

As noted in the OEB’s letter dated December 9, 2024, there are a number of policy

consultations currently underway that may affect 2026 rate applications. These include the

following:

e Electric Vehicle Charger Discount Electricity Rate
o The OEB is currently considering an Electric Vehicle Charger Discount Electricity Rate
(EVC Rate) in response to direction from the Minister of Energy to the OEB to consider
rate design options for EV charging. The EVC Rate would reduce the retail transmission
service rates (RTSRs) that participating EV charging stations would otherwise pay,
starting in 2026. Once it is finalized, it is expected that the EVC Rate will be incorporated
into the RTSR model. Further guidance will be provided to distributors once the EVC

Rate is finalized.

e Vulnerability Assessment and System Hardening (VASH)

o On June 27, 2024, the OEB launched the VASH project in response to the Minister of
Energy's 2023 Letter of Direction. The VASH project is being launched to address the
following three electricity distributor activities identified in the Letter of Direction:

m Incorporate climate resiliency into their asset and investment planning activities.
m Engage in a regular assessment of the vulnerabilities in their distribution system and

operations in the event of severe weather.

Administration Administration
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m Prioritize value for customers when investing in system enhancements for resilience

purposes.

e Capital Allocation Model (CAM)
o On November 21, 2024, the OEB initiated a capacity allocation model working group
(CAMAG) to establish an overall framework designed to provide a fair and
sustainable model for allocating infrastructure costs among developers, ratepayers

and distributors involved in high growth residential developments.

Furthermore, several new compliance requirements and expectations have emerged that, due
to their recent implementation, are not yet reflected in the financial projections of this

application. These include:

e Version 2.0 of the Ontario Cyber Security Standard
o Effective December 16, 2024, the OEB issued version 2.0 of the Ontario Cyber Security
Standard that includes a new requirement for distributors to conduct an independent
security assessment. The OEB will divide utilities into three groups, with the first group of
submissions due on January 30, 2026. The OEB has not yet announced the groups. The

cost of the third-party assessment is unknown at the time of filing this Application.

e Distribution System Code Amendments to Facilitate the Connection of Housing

Developments and Residential Customers:

o Effective December 23, 2024 with mandatory compliance by March 3, 2025, the DSC
was amended to allow for a connection horizon of up to 15 years for qualifying housing
developments, and a 40-year revenue horizon for all residential customers. These
changes lower the capital contribution required for a new connection, thus increasing the
upfront costs that distributors are required to pay to fund an expansion project. These

increased upfront costs must be financed through a distributor’s capital budget. The

Administration Administration
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1 financial impacts of these changes are unknown at the time of filing this Application and
2 could have a significant impact.
3

4 e Ministry of Energy and Electrification - new Electricity conservation and demand-side

5 management procurement initiative (eDSM)

6 o In January 2025 the Ministry of Energy announced an enduring eDSM Framework?
7 expected to operate through 2036. Within this new model, LDCs are expected to hold a
8 larger role, and be provided with provincial funding to raise awareness of and increase
9 uptake of eDSM programming. The eDSM framework includes funding that LDCs can
10 access to deliver local eDSM programs that address distribution system needs while
11 also increasing opportunities for customer engagement. Refer to Section 9.2 of
12 Schedule 2-5-4 - Asset Management Process.

% Ministry of Energy and Electrification, IESO Directive, New 12-year Demand Side Management (DSM) Framework
13 (November 7, 2024); and Ministry of Energy and Electrification, Electricity Conservation and Demand-Side
14 Management Procurement Initiative (December 19, 2024).
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Attachment 1-1-4(A) - OEB Appendix 2-A - List of Requested Approvals

(Refer to the attachment in Excel format)
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BOARD CERTIFICATION

The Hydro Ottawa Limited Board of Directors certifies that it is aware of and approves the

submission of Hydro Ottawa’s 2026-2030 Custom Incentive Rate-setting Application.

This certification is provided pursuant to the Ontario Energy Board's Chapter 2, Filing
Requirements for Electricity Distribution Rate Applications, as dated on December 9, 2024.

b SO

ernle Ashe

dhalr Board of Directors
Hydro Ottawa Limited

/\W&% hie

Date

Administration Certification of Evidence
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CERTIFICATION OF EVIDENCE

I, Geoff Simpson, Chief Financial Officer of Hydro Ottawa Limited (Hydro Ottawa), hereby certify
that, to the best of my knowledge, the evidence filed in support of Hydro Ottawa’s 2026-2030

Custom Incentive Rate-setting Application is accurate, consistent, and complete.

| furthermore attest that Hydro Ottawa has processes and internal controls in place for the

preparation, review, verification and oversight of account balances being disposed.

As per 9A of the Rules of Practice and Procedure and Chapter 1 of the Ontario Energy Board's
Filing Requirements, | certify that any evidence filed in support of this Application does not

include any personal information.

This certification is provided pursuant to the Ontario Energy Board’s Chapter 2, Chapter 3, and
Chapter 5 Filing Requirements for Electricity Distribution Rate Applications, as dated on
December 9, 2024.

Signed by:

éuﬁ Simpsoin

43DC835CFE33FA3F

Geoff Simpson
Chief Financial Officer

Hydro Ottawa Limited

2025-04-14

Date

Administration Certification of Evidence



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

2026-2030 Custom IR

~ EB-2024-0115
/‘ Hle'O Exhibit 1

Tab 2
Schedule 1
ORIGINAL

Page 1 of 17

APPLICATION SUMMARY

1. INTRODUCTION

This Schedule summarizes Hydro Ottawa Limited’s 2026-2030 Custom Incentive Rate-setting
(Custom IR) Application, in accordance with section 2.1.2 of the Ontario Energy Board’'s (OEB’s)
Chapter 2 Filing Requirements for Electricity Distribution Rate Applications - 2025 Edition for
2026 Rate Applications, dated December 9, 2024. In addition, this Schedule summarizes the
changes proposed in this Application that will have a material impact on customers of Hydro
Ottawa Limited (henceforth in the Application referred to as Hydro Ottawa), including any
changes to rates and charges that may affect discrete customer groups. As appropriate, specific

customers or customer groups that will be impacted by such proposals are also identified.

This Schedule is organized into the following sections:

Revenue Requirement

Revenue Load Forecast Summary

Rate Base and Distribution System Plan Summary

Operations, Maintenance and Administration Expense Summary
Cost of Capital Summary

Cost Allocation and Rate Design Summary

Deferral and Variance Accounts Summary

© ® N o 0 bk WD

Bill Impacts Summary

In this Application, when the years 2021-2025 are referred to as a combination of Historical and
Bridge Years, this is a total of Historical Years 2021-2023 based on Actuals, and Bridge Years of
2024 and 2025 forecast.

2. REVENUE REQUIREMENT
As presented in Table 1 below, Hydro Ottawa’s Service Revenue Requirement is $309.9M for
the 2026 Test Year.

Overview Application Summary
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Table 1 — Service Revenue Requirement - Change and Drivers ($°000s)

OEB-
Approved

Test
Year

Drivers

$97.1M increase in average net fixed assets
driven mainly by increased volume and

Requirement

Return on o, |complexity of non-discretionary growth,

Rate Base $79.365 $91,549| $12,184 15% increased renewal work due to aging equipment
and failures, major storms, and inflationary
pressures.

Increase in distribution operations expenses,

Distribution cloud and information technology including

Expenses (not o, |Cyber security

including $104,927)$ 140,010) $ 35,083 33% Headcount growth and increases in

amortization) compensation
Inflationary increases
Capital addition and increase in forecast capital

Amortization $62,125| $67,205| $5,080 8% |additions to meet customer needs and grid
modernization

Payment in Lieu of o, |Changes in capital additions and the associated

Taxes $7.283| $6638 $(645) (9)% CCA deductions available.

Other Expenses - 2025 included capital stretch factor

PILS P $(3,658)| $4,590| $8,248| (225)% |2026 includes a proposed PILS capital
contribution

Service Revenue | ¢ 5 04516 300,992 $59,950|  24%

For further details on Hydro Ottawa’s revenue requirement, please see Schedule 6-1-1 -

Calculation of Revenue Deficiency or Sufficiency.

3. REVENUE LOAD FORECAST SUMMARY
Hydro Ottawa’s forecasted energy sales for the 2026 Test Year are 7,443,105 MWh. This is
322,836 MWh (4.5%) higher than the 2021 OEB-approved MWh forecast.

Overview

Application Summary
2




10

11

12

13

14

15

16

17

18

19

20

21

2026-2030 Custom IR

T o EB-2024-0115
/‘ Hle'O AVVe Exhibit 1

Tab 2
Schedule 1
ORIGINAL

Page 3 of 17

Hydro Ottawa’'s demand sales forecast for the 2026 Test Year is 9,627,788 kW." This is 88,934
kW (0.9%) higher than the 2021 OEB-approved kW forecast.

The utility’s forecasted monthly average number of customers for the 2026 Test Year is 377,521,

representing an increase of 9.4% over the 2021 OEB-approved number.

Table 2 provides a high-level summary of Hydro Ottawa’s load forecast for the 2026-2030

Custom IR term.

Table 2 — Revenue Load Forecast Summary

Total Sales Total Sales Average
Year (MWh) Demand (kW) Customers
2026 7,443,105 9,627,788 377,521
2027 7,467,438 9,637,812 381,118
2028 7,538,443 9,743,200 384,796
2029 7,587,713 9,863,219 388,582
2030 7,636,647 9,933,131 392,422

Hydro Ottawa has provided a detailed five-year, class-specific, and weather-normalized revenue
load forecast and customer connection forecast for each rate class in Schedule 3-1-1 - Revenue
Load and Customer Forecast. This forecast incorporates future electricity demand-side
management (eDSM) programs that were enacted in 2025 as well as the impacts of

electrification.

4. RATE BASE AND DISTRIBUTION SYSTEM PLAN SUMMARY

Hydro Ottawa's 2026-2030 DSP outlines an increase in capital investments compared to the

previous five-year period, driven by the necessity to modernize and expand the grid to meet

' This represents kW sales for commercial classes above 50kW, Sentinel Lighting, Street Lighting, and Standby
Power.

Overview Application Summary
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refined through customer

e Growth & Electrification - Powering a Growing Community
e Renewing Deteriorating Infrastructure
e Grid Modernization - Enabling the Energy Transition
e Enhancing Resilience
These priorities, supported by focuses on managing rising costs and investing in the workforce,
aim to ensure a reliable and resilient electricity system for the City of Ottawa and Municipality of
Casselman, reflecting Hydro Ottawa's commitment to balancing affordability with long-term grid
sustainability and security. Table 3 below summarizes the major drivers underlying Hydro
Ottawa’s capital investment program for the 2026-2030 rate period.

Overview Application Summary
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Table 3 — 2026-2030 Capital Expenditure Drivers by Investment Category

Investment . o
Driver Description
Category

Customer request for new connection (load or

Customer Service Request .
generation)

Third Party Requirements Request by a third party for plant relocation

System Access
Regulatory requirement to maintain distribution license

Mandated Service under the OEB’s Distribution System Code or

Obligation requirement as per Hydro Ottawa’s Conditions of Service
Failure Asset no longer meets functional requirement
Failure Risk Asset is at risk to no longer meet functional requirements

Asset is at risk of failure in a way that can cause harm or
System Renewal High Performance Risk damage to other equipment or assets or would put the
distribution system in a detrimental state

Asset is functionally obsolete with no spare parts, tools,

Functional Obsolescence . .
and/or software to continue operation

Requirement for additional capacity (station
Capacity Constraints transformation or circuit) due to planned or realized load
increases

Requirements driven by poor distribution system
Reliability performance such as abnormally high duration or
frequency of interruptions

Requirements to improve both resource efficiency and
power delivery reliability through strategic automation
that minimizes manual intervention and streamlines data

System Service System Efficiency

workflows.

Observability Rlelqt_ulrements for improved system operability and
visibility

Resilience Requirements for improved system resilience during

major events.

Capital contributions to Hydro One for connection
System Investment Support | projects
General Plant Requirement for fleet/vehicle acquisition

Business Operations

Support Requirements for IT software and systems

Overview Application Summary
5
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Table 4 provides a summary of the total capital expenditures that are planned for 2026-2030.

For further details, please see Schedule 2-4-1 - Capital Expenditure Summary, Schedule 2-5-1 -

Distribution System Plan and Schedule 2-5-5 - Capital Expenditure Plan.

Table 4 — Summary of 2026-2030 Capital Expenditures ($’000,000s)
Test Years Average
Investment Category 2026 2027 2028 2029 2030 2026-2030
System Access $86.2 $78.7 $66.2 $67.0 $715 $73.9
System Renewal $85.3 $83.4 $80.7 $86.9 $95.3 $86.3
System Service $99.3 $125.3 $76.1 $85.9 $86.9 $94.7
General Plant $38.3 $236 $33.0 $27.9 $11.0 $26.8
Total Capital
Expenditures $ 309.1 $311.0 $ 256.0 $ 267.7 $ 264.8 $ 281.7
Capital Contributions $50.9 $50.6 $38.4 $32.2 $41.1 $42.6
Net Capital
Expenditures $ 258.2 $ 260.4 $ 217.5 $ 235.5 $ 223.7 $ 239.1
Table 5 below provides a summary of the change in capital expenditures between the
2026-2030 Test Year proposals and OEB-Approved expenditures for the 2021-2025 period.
Table 5 — 2021-2025 OEB-Approved Capital Expenditures vs. 2026-2030 Proposed Capital
Expenditures ($°000,000s)
OEB-Approved Test Years
2021-2025 2026-2030
Capital Expenditures $498 $1,195 $698 140%
Table 6 below details the proposed changes in rate base for 2026. Hydro Ottawa’s 2026 Test
Year rate base is projected to be $115.7M, or 8% higher than the 2025 OEB-Approved amount.
Overview Application Summary

6



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

2026-2030 Custom IR

T o EB-2024-0115
/‘ Hle'O AVVe Exhibit 1

Tab 2
Schedule 1
ORIGINAL

Page 7 of 17

The increase is attributable to both planned capital additions in 2026 and the inclusion of

in-service additions for the 2021-2025 period that exceeded OEB-Approved amounts.

Full details on Hydro Ottawa’s proposed rate base for 2026-2030 can be found in Schedule

2-1-1 - Rate Base Overview.

Table 6 — 2025 OEB-Approved Rate Base vs. 2026 Test Year Rate Base ($°000s)

OEB-Approved  Test Year Change
2025 2026 $
$1,416,727 $1,532,457 $115,730 8%

Rate Base

5. OPERATIONS, MAINTENANCE, AND ADMINISTRATION EXPENSE SUMMARY

Hydro Ottawa is seeking approval for $140M in OM&A funding in the 2026 test year. This level
of funding is necessary to enable the utility to address the maintenance needs of the distribution
system, prepare the system to accommodate emerging needs resulting from customer growth,
evolving customer expectations and the energy transition, and proactively adapt to quickly
evolving technological advancements and cyber security needs. This request accounts for
several factors: rising prices driven by inflationary increases, the need for additional workforce
required to execute both the capital program outlined in the Distribution System Plan (DSP) and
support ongoing maintenance programs, and the need to fund enhanced testing and asset
inspection programs to maintain system health and reliability, especially given constrained levels
of renewal investment relative to the condition needs of the assets. Furthermore, the increased
funding necessary to address storm-related costs such as vegetation management, and the
growing need for investment in IT costs, including cyber security and cloud computing

infrastructure, are also factored into this request.

Hydro Ottawa's proposed rate framework includes a Custom Revenue OM&A Factor (CROF) of

5.18% for 2027-2030, designed to adjust operational, maintenance, and administrative funding.

Overview Application Summary
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The CROF is calculated using three components: an inflation factor, a productivity/stretch factor,

and a growth factor. The inflation factor, initially set at 2.10%, will be updated annually based on

the OEB's standard methodology, which considers both labour and non-labour indices. The

stretch factor, intended to reflect Hydro Ottawa's incremental efficiency gains, is adjusted to

0.15%, which are not adequately captured by the current benchmarking model. Finally, the

growth factor, calculated as 3.23%, accounts for increases in customer count (1.005% CAGR)

and system capacity (5.054% CAGR), weighted according to the OEB's cost allocation model.

This comprehensive approach aims to ensure Hydro Ottawa receives sufficient funding to

manage its expanding operations and infrastructure while maintaining efficiency and reliability.

For more information on the CROF, please see Schedule 1-3-1: Rate Setting Framework.
Table 10 outlines Hydro Ottawa’s Historical, Bridge, and Test Year OM&A expenditures.
Table 10 — OM&A Expenditures & Variances ($°000s)
Year OM&A ($) Variance ($) Variance (%)
OEB Approved 2021 $ 90,600
2021 $ 84,737 $ (5,863) (6.47%)
Historical Years 2022 $ 100,536 $ 15,798 18.64%
2023 $ 112,778 $12,242 12.18%
Bridge Years 2024 $ 115,320 $ 2,543 2.25%
2025 $ 118,922 $ 3,602 3.12%
2026 $ 140,010 $ 21,088 17.73%
2027 $ 147,263 $ 7,253 5.18%
Test Years 2028 $ 154,891 $ 7,628 5.18%
2029 $ 162,914 $ 8,023 5.18%
2030 $ 171,353 $ 8,439 5.18%
Overview Application Summary
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Table 11 presents the difference in OM&A expenses for the 2026 Test Year compared to the last
year of OM&A expenditures approved by the OEB (2025 Bridge Year), both in dollar amount

and percentage.

Table 11 — 2025 OEB-Approved OM&A vs. 2026 Test Year OM&A ($’000s)

OEB-Approved
2025 2026 $ %
$104,927 $140,010 $35,083 33.4%

For more information on OM&A, please see Schedule 4-1-1 - Operations, Maintenance and
Administration Summary and Schedule 4-1-2- Operations, Maintenance and Administration

Program Costs.

Table 12 below shows the overall cost drivers for OM&A. Detailed explanations for each item

are provided in Schedule 4-1-2 - Operations, Maintenance and Administration Costs.

Table 12 — Summary of Overall OM&A Cost Drivers ($°000,000s)

Test Year

Historical Years Bridge Years

Cost Driver

OPENING BALANCE $ 91 $85 $ 101 $ 113 $ 115 $ 119

Inflation $3 $4 $5 $4 $4

COVID Impact $ (6) $2

Labour Costs $4 $6

Proactive Distribution Maintenance $5

New IT Programs $1 $6

Major Weather Events $8 $8

Labour Strike $6

Other Costs $2 $ (6) $(7) - $1

Total Change $ (6) $16 $12 $3 $4 $21

CLOSING BALANCE $ 85 $101 $113 $ 115 $ 119 $ 140
Overview Application Summary
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Over the course of two successive five-year rate plans, Hydro Ottawa has sought to keep its

permanent positions relatively static. Looking ahead to the 2026-2030 term, there is a critical

need for growth of the workforce and the addition of new and enhanced skill sets. The growth is
necessary to meet business growth needs and ensure safe and efficient work. This includes:
e Maintaining and enhancing the reliability of the electricity distribution system;
e Executing its comprehensive asset management plan and planned infrastructure renewal;
e Addressing increased workload demands, evolving skill requirements, and emerging
business priorities;
e Responding to increasing legislative and regulatory requirements;
e Addressing customer growth and nurture an evolving customer relationship;
e Continuing to manage the effects of the demographic shifts in the workforce; and
e Leveraging technological advancements in an ever-changing business landscape.
Table 13 below shows the total compensation included in OM&A for each of the Historical,
Bridge, and Test Years.
Table 13 — Total Compensation Costs, Including Benefits ($°000s)
Previous
Year Compensation Year Variance ($) Variance (%)
2021 $ 72,044
Historical 2022 $ 76,542 $ 72,044 $4,498 6%
2023 $ 71,066 $ 76,542 $ (5,476) (7)%
Bridge 2024 $ 84,830 $ 71,066 $ 13,764 19%
2025 $ 90,806 $ 84,830 $ 5,976 7%
Test 2026 $ 104,433 $ 90,806 $ 13,627 15%
Overview Application Summary
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For more information on Hydro Ottawa’s compensation costs, including a comparison of 2026

Test Year compensation costs with Historical and Bridge Year costs for the 2021-2025 period,

please see Schedule 4-1-3(A) - Employee Compensation Strategy.

6. COST OF CAPITAL SUMMARY

Table 14 below summarizes the capital structure, cost of capital parameters, and Weighted

Average Cost of Capital (WACC) that Hydro Ottawa is proposing to utilize for purposes of this

Application.

Table 14 — 2026-2030 Weighted Average Cost of Capital

Short-Term Short-Term Long-Term Long-Term

Equity

Return on

Debt Weight Debt Rate Debt Weight Debt Rate Weight Equity
2026 4% 3.91% 56% 3.96% 40% 9.00% 5.97%
2027 4% 3.91% 56% 3.96% 40% 9.00% 5.97%
2028 4% 3.91% 56% 3.96% 40% 9.00% 5.97%
2029 4% 3.91% 56% 3.96% 40% 9.00% 5.97%
2030 4% 3.91% 56% 3.96% 40% 9.00% 5.97%

Hydro Ottawa is using the OEB’s cost of capital methodology for its capital components. The

short-term debt component uses the 3.91% rate as a placeholder and as outlined in the OEB’s

Cost of Capital and Other Matters decision and order.? Hydro Ottawa is proposing to update its

revenue requirement for 2026-2030, based on the deemed short-term debt rate for 2026 to be

set by the OEB in the fall of 2025, and that this rate be locked in for the five-year term covered

by this Application. Hydro Ottawa proposes a long-term debt rate for 2026 of 3.96%, calculated

as the weighted average rate of existing embedded debt and forecast debt planned to be issued
from 2025-2026 applied throughout the 2026-2030 rate cycle, as described in Schedule 5-1-1 -
Cost of Capital and Capital Structure. Hydro Ottawa has proposed a 9.00% return on equity

(ROE) parameter for the purpose of calculating revenue requirement for the full five-year period

2 Ontario Energy Board, Decision and Order, Generic Proceeding - Cost of Capital and Other Matters, EB-2024-0063,

(March 27, 2025).

Overview

Application Summary
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covered by this Application. Hydro Ottawa will update its revenue requirement for 2026-2030,
based on the ROE for 2026 to be set by the OEB in the fall of 2025.

7. COST ALLOCATION AND RATE DESIGN SUMMARY

The primary purpose of a cost allocation model is to determine the proportions of total revenue
requirements that are the responsibility of each rate class.® Hydro Ottawa has completed a cost
allocation model for each of the test years 2026-2030 using the OEB’s Cost Allocation Model.*
As discussed in Schedule 3-1-1 - Revenue Load and Customer Forecast, the proportion of

revenue requirement allocated to each rate class varies over the five test years.

Hydro Ottawa completed a cost allocation study to support input to the cost allocation in two key

areas:®

e The appropriate split between primary, secondary and services assets; and
e The appropriate customer count and non-coincident peak (NCP) split between

primary and secondary for the Residential and GS <50 kW customer classes.

The study’s process and results are detailed in Attachment 7-1-1 (F) - Primary/Secondary Cost
Study. The impact of each of the cost study components on the proposed 2026 revenue
requirement is described in detail in Attachments 7-1-1(F) - Primary/Secondary Cost Study and
7-1-1(G) - 2026 Demand Allocators. The results have been incorporated into the cost models in
Attachments 7-1-1(A) - OEB Workform - 2026 Cost Allocation Model to 7-1-1(E) - OEB
Workform - 2030 Cost Allocation Model.

% Please see Attachment 7-1-1(B): Cost Allocation Report.

4 Hydro Ottawa has used the 2026 version of the OEB Cost Allocation Model, released on February 5, 2025.

® As agreed in: Hydro Ottawa Limited, 2027-2025 Custom Incentive Rate-Setting Approved Settlement Agreement,
EB-2019-0261 (September 18, 2020), page 27.
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The resulting revenue-to-cost ratios for each rate class were determined using the total
revenues over costs for the Test Years, pursuant to the OEB’s policies for cost allocation by

electricity distributors.®

Results from Hydro Ottawa’s cost allocation study, as well as the revenue and cost ratios from
the five cost allocation models were used to calculate Hydro Ottawa’s 2026-2030 proposed fixed
and variable charge. As noted in Schedule 7-1-1- Cost Allocation, some rate classes’
Revenue-to-Costs ratios were outside the OEB’s upper/lower band. Therefore Hydro Ottawa is
proposing rate mitigation on the Sentinel rate class, which would otherwise face a 10% total bill
impact. Other rate classes are being brought within their band by the end of the five year rate
period. Specifically, Hydro Ottawa adjusted Revenue-to-Cost ratios for GS <50 kW, Large Use,
and Street Lighting customer classes to bring them within the specified ranges over the Test
Years. For further details, refer to Schedule 8-5-2 - Rate Mitigation and Schedule 7-1-1 - Cost

Allocation.

As of January 1, 2020, Residential distribution rates are fully fixed, in compliance with the policy
adopted by the OEB in 2015.” Rates for all other customer classes will continue to have both a
fixed component and a variable component based on consumption (kWh) or demand (kW). In
addition, effective January 1, 2026, Hydro Ottawa is requesting to bill approved monthly fixed
charges to a rate per day basis, applicable to all rate classes. For more information on the

mechanics of this proposed change, refer to Schedule 8-1-2 - Fixed/Variable Proportion.

¢ Ontario Energy Board, Report of the Board - Review of Electricity Distribution Cost Allocation Policy, EB-2010-0219
(March 31, 2011).

7 Ontario Energy Board, Board Policy - A New Distribution Rate Design for Residential Electricity Customers,
EB-2012-0410 (April 2, 2015).

Overview Application Summary
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For this Application, Hydro Ottawa is requesting approval to finalize the existing interim standby
rates, which are valid until December 31, 2025. Effective January 1, 2026, Hydro Ottawa is

proposing the following changes to the standby rate design:

1. The 2025 approved Standby monthly fixed service charge continued for the 2026-2030
rate period;

2. Standby volumetric charges only applied to Billed Backup demand above 500 kW
charged at fifty percent of the distribution variable rate;

3. Backup Overrun Adjustment charges are billed using Hydro Ottawa's distribution

variable rate of the applicable class;

These changes are intended to encourage more strategic development of DERs and enable
Hydro Ottawa to accommodate them effectively in grid development plans. Furthermore,
through the 2026-2030 period, Hydro Ottawa is exploring non-wire alternatives to address
system capacity needs. As such, Hydro Ottawa is exploring incentives for non-wires solutions

where there is a benefit to the distribution grid.

8. DEFERRAL AND VARIANCE ACCOUNTS SUMMARY

Hydro Ottawa proposes to dispose of Group 2 deferral accounts, including the Lost Revenue
Adjustment Mechanism (LRAM) Account. The total net deferral and variance (DVA) balance
proposed for disposition is $(4,610,795). Hydro Ottawa is proposing that the Rate Riders for
Group 2 Accounts (excluding LRAM) be disposed of over one year. The LRAM variance will also
be disposed of over one year for most rate classes, except for GS 50 to 1,499 kW, where the
LRAM balance is proposed for disposition in 2027. No Group 1 Accounts are being requested

for disposition at this time.

Hydro Ottawa is proposing continuation of existing accounts as well as modifications to the

following DVAs as outlined below.

Overview Application Summary
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Proposed the continuance/modified of the following 1508 variance accounts:

Symmetrical System Access Capital Additions Differential Account - exclude capital

additions related to the sub-account System Access Plant Relocations and Growth Capital
Development Additions (modified)

e Existing asymmetrical System Renewal/System Service (SR/SS) Capital Additions
Differential Account (asymmetric) to exclude new SR/SS sub-account (modified)

e Asymmetrical General Plant (excluding CCRA) Capital Additions Differential Account
(continuance)

e Earnings Sharing Mechanism Variance Account - with deadband (modified)

Hydro Ottawa is proposing the following new deferral and variance accounts:

e Symmetrical Non-wires Solutions Variance Account

e Symmetrical Large Load Variance Account

e Tariff Impact Deferral Account

In addition Hydro Ottawa is requesting to maintain the ability to apply for a Z-factor Account and

make use of Account 1595 (2026)

In addition, Hydro Ottawa is requesting that the following deferral and variance accounts be

discontinued:

e 1508 Sub-Account - Pole Attachment Charge Revenues Variance Account

e 1508 Sub-Account - Green Button Initiative Costs

e 1508 Sub-Account - Ultra-Low Overnight (ULO) Implementation Costs

e 1508 Sub-Account - RCVA Retail Incremental Revenue

e 1508 Sub-Account - STR Incremental Revenue

e 1508 Sub-Account - Impacts Arising from COVID-19 Emergency

Overview Application Summary
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e 1508 Sub-Account - Incremental Cloud Computing Implementation Costs

For further information regarding DVAs, the amounts proposed for clearance, and proposals for

new DVAs, please refer to Schedule 9-1-1 - Summary of Current Deferral and Variance
Accounts, Schedule 9-2-1 - New Deferral and Variance Accounts, and Schedule 9-3-1 -
Disposition of Deferral and Variance Accounts.
9. BILL IMPACTS SUMMARY
In developing its capital and OM&A budgets for the 2026-2030 period, Hydro Ottawa was
careful to have due regard for the impacts that bill increases may have on customers. The
utility’s objective was to keep the total bill impacts for each of its customer classes as
reasonable as possible.
Table 15 below provides a summary of the total bill impacts for typical customers in all classes.
Further details regarding Hydro Ottawa’s proposed bill impacts are available in Schedule 8-5-1 -
Bill Impacts and Tariff of Rates and Charges.

Overview Application Summary
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Proposed

Rate Class 2025 2026 2027 2028 2029 2030
Distribution Charge $34.51 $40.59 $44.38 $47.69 $50.41 $53.15
Residential  [Change in Distribution Charge $6.08 $3.79 $3.31 $2.72 $2.74
(750 kWh) o, Distribution Increase 17.62% 9.34% 7.46% 5.70% 5.44%
% Increase of Total Bill 6.05% 2.73% 2.33% 1.88% 1.85%
Distribution Charge $85.93 $100.50 $108.92 $116.42 $123.04 $128.84
Gene?ol s\?vwice Change in Distribution Charge $14.57 $8.42 $7.50 $6.62 $5.80
<
(2000 kwWh) |7 Distribution Increase 16.96% 8.38% 6.89% 5.69% 4.71%
% Increase of Total Bill 4.94% 2.35% 2.05% 1.77% 1.53%
Distribution Charge $1,366.91| $1,673.88| $1,835.23| $1,966.69| $2,079.17 $2,192.43
General Service —
50 kW - 1,499 |Change in Distribution Charge $306.97| $161.36| $131.46] $112.48 $113.26
(18kSV\IiW) % Distribution Increase 22.46% 9.64% 7.16% 5.72% 5.45%
% Increase of Total Bill 0.40% 1.36% 1.09% 0.92% 0.92%
) Distribution Charge $16,219.02( $18,031.03| $20,584.54| $22,143.40| $23,428.53| $24,549.08
General Service .
1,500 kW - 4,999 [Change in Distribution Charge $1,812.00| $2,553.51| $1,558.87| $1,285.13| $1,120.54
p 9;\éka) % Distribution Increase 11.17% 14.16% 7.57% 5.80% 4.78%
’ % Increase of Total Bill (0.93)% 1.88% 1.12% 0.92% 0.79%
Distribution Charge $61,692.18( $69,467.43| $81,506.43| $89,100.93| $94,642.68| $102,371.43
Large Use  |Change in Distribution Charge $7,775.25| $12,039.00| $7,594.50| $5,541.75| $7,728.75
(7,500 kW) o, Distribution Increase 12.60%|  17.33% 9.32% 6.22% 8.17%
% Increase of Total Bill (1.03)% 2.06% 1.27% 0.92% 1.27%
Distribution Charge $20.19 $21.91 $24.10 $25.89 $27.37 $28.86
Sentinel Lighting |[Change in Distribution Charge $1.72 $2.19 $1.79 $1.48 $1.49
(0.4 kW) |9 Distribution Increase 8.51% 9.97% 7.45% 5.73% 5.43%
% Increase of Total Bill 9.23% 6.15% 4.77% 3.78% 3.65%
Distribution Charge $928.89 $983.59 $732.56 $766.04 $782.25 $789.60
Street Lighting |Change in Distribution Charge $54.70| ($251.03) $33.48 $16.21 $7.36
(50kW) % Distribution Increase 5.89%| (25.52)% 4.57% 2.12% 0.94%
% Increase of Total Bill (0.21)% (7.55)% 1.09% 0.52% 0.24%
Distribution Charge $22.98 $25.80 $28.49 $30.47 $32.23 $33.72
Unmetered  Change in Distribution Charge $2.82 $2.70 $1.97 $1.76 $1.49
Scattered Load —
(470 kWh) % Distribution Increase 12.27% 10.46% 6.92% 5.78% 4.64%
% Increase of Total Bill 5.14% 3.10% 2.22% 1.94% 1.29%
Overview Application Summary
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Understanding
Hydro Ottawa’s

2026-2030
investment plan

About Hydro Ottawa

Hydro Ottawa is the third largest municipally-owned electricity distributor in Ontario.

We distribute electricity to approximately 364,000 customers, serving a population of more
than one million people in the city of Ottawa and the village of Casselman. We are a private
company wholly-owned by our shareholder, the City of Ottawa.

It's our responsibility to transport power from the provincial transmission grid and deliver it safely and reliably to
homes and businesses across our service territory. For more than 100 years, Hydro Ottawa has operated a large,
complex distribution network, consisting of more than 6,000 kilometres of primary lines and cable, 49,027 poles,
38,946 transformers, and 92 substations.

Our five-year business plan What informs Hydro Ottawa’s
2026-2030 investment plan?

Hydro Ottawa is proposing a plan that is
responsive to:

Hydro Ottawa is seeking approval from the
Ontario Energy Board (OEB) for the distribution

rate framework that will set rates for the ,
Legal and regulatory requirements

2026-2030 period. R by continuing to meet our obligations.

The electricity industry in Ontario is regulated by the ,¢, Internal business planning based
OEB. One of the OEB's roles is to review the business CY expert analysis and professional
and distribution plans of all electricity distributors and judgment to develop construction and

approve the rates they charge customers. operations programs that address
safety, business, environmental,

Hydro Ottawa's five-year 2026-2030 investment plan totals : :
technical, and operational needs.

an estimated $1.2B and is made up of four capital investment

categories — growth & electrification, aging infrastructure, grid Customer feedback collected
modernization, and grid resilience. Capital expenditures are throughout multiple consultations on
assets that have lasting benefits over many years (e.g. poles, the application and through ongoing
wires, transformers). Our operational budget for 2026-2030 is customer engagement. Customers
separate and is not included in the $1.2B breakdown you see will also have opportunities to provide

on the next page. feedback through the OEB's public
process.

Hydro Ottawa Understanding Hydro Ottawa's 2026-2030 investment plan 1



Hydro Ottawa'’s five-year 2026-2030 investment plan

Grid modernization

Focuses on investments in
response to decarbonization and

changing customer expectations. /7%

billion

Aging infrastructure

Focuses on investments to
upkeep old equipment that

is in poor condition and replace
outdated equipment. /

What is Hydro Ottawa's
2026-2030 investment
plan about?

Hydro Ottawa'’s plan involves significant investment in
our infrastructure to support the energy transition. Key
elements include boosting the capacity of substations,
transformers, and both overhead and underground
lines; expanding and enhancing connections with
provincial transmission lines to handle larger electricity
deliveries; and preparing to commission a new
substation annually to meet the demand of a growing
service territory and customer base.

Hydro Ottawa

$1.2

between 2026
and 2030

Growth & electrification

Focus on investments in the capacity to power
the growing community and serve customers’
changing needs for electricity, including solutions
such as new technologies and programs to get
the most out of existing grid infrastructure.

Grid resilience

Focuses on investments in technology to get more
use out of existing equipment. This section includes
burying lines, hardening the grid, tree trimming,

’\improving emergency planning and response.

Hydro Ottawa plans to deploy new technologies such
as large-scale batteries for energy storage, replace
aging assets that are at higher risk for failure, and
bolster grid resilience to ensure reliable service amid
more frequent severe weather events.

Hydro Ottawa's 2026-2030 investment plan also
considers many existing and emerging challenges
related to delivering safe, reliable and clean electricity
while keeping rates in mind.

Here are the key challenges that the plan addresses:

e Enabling the energy transition and
reducing emissions

e Maintaining and replacing aging assets

e Responding to rising costs

e Adapting to how customers use electricity

e Powering a growing and diverse community

e Responding and adapting to an increasing
number of extreme weather events

e Continue to strengthen and respond
to cybersecurity attacks/threats

e Addressing workforce challenges and
employee safety

Understanding Hydro Ottawa's 2026-2030 investment plan



How customers helped
inform our 2026-2030 plan

At Hydro Ottawa, we strive to put our customers at the
centre of everything we do. We're committed to working
with them to understand their needs and preferences.
All while operating efficiently

and cost-effectively.

In preparing our 2026-2030 investment plan, we gave
all customers the opportunity to have their say in
shaping Ottawa'’s energy future. During our preliminary
rate application engagements in early 2024, we learned
more about our customers’ priorities and expectations
for the services we provide through virtual focus groups
and online surveys. Customers listed reliable service,
storm hardening our grid, increasing grid capacity, and
ensuring reasonable rates as priority areas for us to
focus on.

With this input, we developed a plan emphasizing
four key areas of capital investment:

1 Growth and electrification;

2 Replacing aging infrastructure;
3 Modernizing our grid; and
4

Improving grid resilience.

Between September 16 - October 6, 2024, 21,000
customers provided feedback on our 2026-2030
investment plan via our online survey.

The majority of customer feedback expressed support
for Hydro Ottawa’s proposed plan or even spending
a bit more to improve service based on the priorities
above. Hydro Ottawa received social permission to
proceed from 85 per cent of residential customers,
83 per cent of small business customers, and

94 per cent of GS>50 customers.

Typical residential bill Regulatory

Breaking down
your bill

r Number.
00000000

Sample Hydro Ottawa monthly bill
(based on consumption of 750kWh as Jan.1, 2026

arges

Harmonized Sales
Tax (HST)

Delivery: Line loss and
other charges

Electricity distributors like

Hydro Ottawa are funded through
the distribution rates paid

by customers.

While Hydro Ottawa is responsible
for collecting payment for the
entire electricity bill, we only
retain a portion of the delivery
charge, representing around 26
per cent of a typical residential
bill. The remaining 74 per cent
of the bill goes to generation
companies, transmission
companies, the federal and
provincial governments, and
regulatory agencies.

Your Electricity Charges
Electricity

TOU" - Off-Peak @ 7.6 c/kWh
TOU" - Mid-Peak @ 12.2 c/kWh
TOU" - On-Peak @ 15.8 c/kWh

Delivery

$2.89

Delivery: Transmission
elvery: TAnsmEsion o 410%

(varies based on usage)
$16.09

Delivery: Distribution

Regulatory Charges

Total Electricity Charges $140.00
HST $18.20
Ontario Electricity Rebate ($18.34)
Total Amount $139.86

*Time-of-use rates

Hydro Ottawa’s part

of the total bill is $40.59.
This charge is the same
for all residential
customers per

OEB requirments.

Note: The sample bill above uses an average consumption level of 750kWh per month, however your

Electricity
Generation

usage may vary above or below this assumed level. These types of variations would mostly impact your
electricty (On, Mid and Off-Peak) charges. Diagram excludes Ontario Electricty Rebate and may not

total 100% due to rounding.

Typical small business bill

Typical Small

Business Bill
TOU” - Off-Peak @ 8.7 c/kWh 97.28
TOU" - Mid-Peak @ 12.2 c/kWh 43.92

TOU" - On-Peak @ 18.2 c/kWh 56.88

47y 48%

Typical
Residential

Bill

Typical

Small Business

26% 250, Bill

Delivery

Regulatory Charges

Total Electricity Charges

HST

Ontario Electricity Rebate

Total Amount

*Time-of-use rates

Hydro Ottawa

148.12
13.91
$360.11
46.81
(47.17)
$359.75

Electricity
Generation

Delivery:
Distribution

Delivery:
Transmission

Understanding Hydro Ottawa's 2026-2030 investment plan



What are the bill impacts for ratepayers?

In order to proceed with our proposed investment plan, we're seeking approval from the OEB to change our
distribution rates. The expected impacts on the distribution portion of customer bills over the five-year period are
shown in the table below:

Proposed
Rate class 2028
Change in distribution charge $6.08 $3.79 $3.31 $2.72 $2.74
Residential Distribution increase (%) 17.62% | 9.34% | 7.46% | 570% | 5.44%
(750 kWh)
Increase of total bill (%) 6.05% 2.73% 2.33% 1.88% 1.85%
Change in distribution charge $14.57 $8.42 $7.50 $6.62 $5.80
General Service
<50 kW Distribution increase (%) 16.96% 8.38% 6.89% 5.69% 4.71%
(2000 kWh)
Increase of total bill (%) 4.94% 2.35% 2.05% 1.77% 1.53%

=

Have your say

The OEB will review Hydro
Ottawa’s plan and proposed rates
in an open and transparent public
process.

Learn more about how you can
participate in the rate setting process

at oeb.ca/participate. To view our
active applications, please visit

hydroottawa.com/active-applications.

Hydro Ottawa Understanding Hydro Ottawa's 2026-2030 investment plan 4
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DISTRIBUTION SYSTEM OVERVIEW

1. INTRODUCTION

Hydro Ottawa, incorporated under the Ontario Business Corporations Act, holds Electricity
License No. ED-2002-0556 from the OEB. Serving over 364,000 customers across the City of
Ottawa and the Municipality of Casselman, it ranks among Ontario’s largest Local Distribution

Customers (LDCs) by customer count and geographic size.

Established in November 2000 following municipal amalgamations in the Ottawa region, Hydro
Ottawa expanded its service territory in April 2002 through the acquisition of Casselman Hydro
Inc. These two service areas are non-contiguous, separated by Hydro One Network Inc.’s
(Hydro One) territory. A detailed map of Hydro Ottawa’s service territory is provided in
Attachment 1-2-2(A) - Distribution System Map.

Hydro Ottawa, like most other LDCs in Ontario, operates under the regulatory oversight of the
OEB. However, its expansive service territory creates a unique operating environment.
Encompassing 1,116 square kilometers - 662 km? rural and 454 km? urban as of the end of 2023
- Hydro Ottawa operates within one of the largest service territories in the province, ranking fifth
in geographic size behind Hydro One, Algoma Power Inc., Alectra Utilities Corporation and
ERTH Power Corporation. Hydro Ottawa’s diverse territory includes the densely populated
urban core of Ottawa, with its mix of residential, commercial, and government customers,
rapidly growing suburban areas with expanding residential and commercial developments, and
distinct rural communities. This unique blend of urban and rural landscapes presents Hydro
Ottawa with a diverse set of challenges and opportunities in delivering reliable and efficient

electricity service.

Overview Distribution System Overview
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Hydro Ottawa serves a diverse customer base of 364,334 customers, categorized as follows:
335,548 residential; 25,700 small commercial; 3,076 commercial and 10 Large Users." Hydro
Ottawa is one of the largest LDCs in Ontario in terms of customer count, ranking fourth largest
behind Hydro One, Alectra Utilities Corporation, and Toronto Hydro Electric-System Limited in
this category. Serving within the City of Ottawa and Municipality of Casselman, Hydro Ottawa
provides service to, among others, a significant number of institutional customers, such as the
Canadian Parliament Buildings, many federal government faciliies and campuses, four

hospitals, and three post-secondary educational institutions.

The City of Ottawa and its surrounding areas have experienced significant growth in recent
years, including the highest growth rate (8.9%) among large municipalities between 2016 and
2021 according to the Statistics Canada national censuses. During this period, the City’s

population surpassed 1 million, making it the fourth-largest city in Canada.

This rapid growth is projected to continue in the coming years. The City of Ottawa’s Official Plan
anticipates a 15% population increase between 2021 and 2031, with total growth of 33% over
the full term of the Plan (2021-2046). This expansion will take several forms, including the
development of new mixed-use commercial and residential communities, intensification of urban
core development, and ongoing suburban growth in the east, west, and southern regions.
Additionally, Ottawa has committed to building 151,000 new homes by 2031 to meet provincial
housing targets, equating to approximately 15,100 new units annually. This surge in
development will coincide with major infrastructure projects, such as the planned expansion of
Ottawa’s Light Rail Transit system, which is expected to intersect with Hydro Ottawa’s upcoming

rate period.

' As of the end of 2023.
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2. HOST VS. EMBEDDED DISTRIBUTOR
As noted above, Hydro Ottawa’s service area is surrounded by the service territory of Hydro

One. There are no licensed distributors embedded within Hydro Ottawa’s service area. Hydro

Ottawa’s load is primarily delivered through transmission connection points. However, there are
a number of delivery points embedded in the Hydro One distribution system. Further information
on connections to Hydro One’s network are available in Sections 6.1 and 6.2.2 of Schedule
2-5-4 - Asset Management Process.
3. HIGH VOLTAGE DISTRIBUTION ASSETS
The following list of substations includes all of Hydro Ottawa’s assets that operate at or above
50kV and form part of the distribution system.?

e Bridlewood MS (2 substations)

e Cambrian MTS

e Centrepointe DS

e Cyrville MTS

e Ellwood MTS

e Epworth DS

e Fallowfield MS

e Kanata MTS

e Limebank MS

e Manordale DS

e Marchwood MTS

e Merivale MTS

e Moulton MS

e Richmond South DS
2 “DS” means distribution station; “MS” means municipal station, and “MTS” means municipal transformer station.
This terminology is historical, often based on past ownership arrangements.
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Over the 2026-2030 period, the following substations >50kV will be added to Hydro Ottawa’s

distribution network:

e Bronson MTS?

e Greenbank MTS

e Hydro Road MTS

e Mer Bleue MTS

e New Kanata North MTS
e Piperville MTS

A complete list of Hydro Ottawa and Hydro One owned stations that supply Hydro Ottawa

customers is available Attachment 2-5-4(G) - Hydro Ottawa Stations Table.

3 Bronson MTS will be constructed during the 2026-2030 period; however, it is planned to be energized in 2031.
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1. INTRODUCTION

Hydro Ottawa Limited (“Hydro Ottawa” or “the utility”) presents its 2026-2030 Business Plan,
which articulates the utility’s overall strategy and priorities, highlights the capital and operational
investments required to run the business effectively and meet customer needs, and outlines the

benefits that will accrue to customers as a result of the plan’s execution.

The formulation of this Business Plan follows on the heels of a series of five-year rate cycles
during which Hydro Ottawa has invested in core distribution infrastructure and business assets,
and strengthened its organizational posture and resilience. An examination of achievements in
recent years reveals a lengthy roster of outcomes that comport with customer expectations for
quality and value-added service: consistent reliability performance; timely outage restoration;
new system capacity to accommodate local growth; greater choice and convenience in service
delivery; efficiency and consistency in completing service requests; more online and digital
service offerings and communication channels; and the maintenance of infrastructure in safe
working order. What's more, these results were achieved against a backdrop of extraordinary
challenges and pressures. These include severe weather events of historic magnitude, ranging
from floods to tornadoes to the worst storm in Ottawa’s history (the 2022 Derecho); the global
COVID-19 pandemic and its attendant impacts on supply chains and inflation; and an 84-day
labour strike. In short, Hydro Ottawa has shown itself capable of maintaining an elevated
standard of service and operational excellence, all while navigating and adapting to a fluid and

unpredictable operating environment.

This recent experience is a fitting preface for the upcoming rate period. Over the course of 2026
to 2030, Hydro Ottawa will execute an ambitious plan for investing in its grid, its tools and
technologies, and its workforce. This plan is aimed at meeting the evolving needs and
preferences of customers, and preparing both the distribution system and the utility itself for a

future state defined by a paradigm shift in demand and performance.
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The cornerstone of this plan is a capital investment program of unprecedented scope and scale,
averaging $240 million per year. Many of the investment drivers from preceding rate terms
remain operative: maintaining service reliability; replacing deteriorating infrastructure; meeting
the increased demand of a growing community; modernizing grid operations; and delivering a
best-in-class customer experience. However, there are also emerging and evolving drivers
which are posing transformational challenges for Hydro Ottawa’s planning and operations, and

shifting the business landscape in a dramatic fashion.

In particular, the structural movement occurring across the global energy sector, in which
renewable energy-based systems are replacing fossil fuel-based energy systems, is
accelerating rapidly. This “energy transition” is being driven by numerous factors — such as
cost-competitiveness of non-emitting resources, technological innovation, public policy goals,
and evolving consumer and investor preferences — and is playing out in Hydro Ottawa’s service

territory in various ways.

For example, the local municipal public transit system is in the midst of a wholesale shift
towards an electrically-powered Light Rail Transit network and bus fleet. In addition, the utility is
currently fielding the highest number of large load requests in its history, primarily on account of
major businesses and institutions seeking to decarbonize their energy footprint by fuel-switching
to electricity. Meanwhile, residential and commercial customers are adopting electrified
technologies — such as electric vehicles (EVs), solar generation, storage systems and heat
pumps — at a steadily rising rate. The combined effect of these developments is an upward
pressure on electricity demand, a pressing need for expanded system capacity, and emerging
requirements for tools, programs, and human capital resources to fulfill customer expectations

(especially for uninterrupted service) in an increasingly electrified environment.

In addition, there is a heightened imperative to address the effects of climate change and

increase the resilience of the critical infrastructure for which Hydro Ottawa is responsible. In
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recent years, the utility has experienced a historic series of extreme weather events causing
tremendous levels of damage to its distribution system and impacting upwards of 50% or more
of its customer base at a time. Foremost among these was the May 2022 Derecho storm, which
featured the highest wind speeds ever recorded in the Ottawa area (190 km/h) and was one of
the most expensive natural disasters in Canadian history." Having experienced first-hand the
devastating impacts of more frequent and intense severe weather events, and as the
distribution provider to the city that has become the weather alert capital of Canada,? Hydro
Ottawa must take the necessary steps to further strengthen its distribution grid and enhance its

ability to prepare for, withstand, recover from and adapt to climate-related challenges.

While the specific scope of this Business Plan is limited to the 2026-2030 period, the
investments and activities contemplated herein, along with Hydro Ottawa’s overall business
posture, are oriented towards a long-term horizon. The transformations occurring in the
company’s business environment mean that Hydro Ottawa must undertake the necessary level
and breadth of investment now in order to be able to deliver value to customers in the years and
decades to come, as a more electrified way of life comes to fruition, demand and use patterns
shift, customers become more empowered, localized electricity markets take root, and grid

operations assume a more dynamic, automated and decentralized profile.

The proposals and the priorities set forth in this Business Plan are the product of a robust
planning process, encompassing core elements of the company’s integrated business planning
and performance management framework, asset management framework and customer
engagement program. In step with its overall strategy to put the customer at the centre of
everything it does, the utility has ensured that its 2026-2030 capital and operational investment

plans have been guided and informed by customer feedback. This was achieved through direct

" Insurance Bureau of Canada, “Derecho storm ranks 6th largest” (June 15, 2022). Available:

https://www.ibc.ca/news-insights/news/derecho-storm-ranks-6th-largest.
2CBC News, “Ottawa has more weather alerts than before — and more than other cities” (August 10, 2024).

Available: https://www.cbc.ca/news/canada/ottawa/ottawa-weather-alert-warning-watch-amount-stats-1.7288074.
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engagement with customers to better understand their needs, preferences and priorities. Such
engagement took many forms through a variety of channels, platforms and forums, and was
conducted on an evergreen basis as part of regular business activity over the course of the
preceding five-year rate term, as well as by means of targeted surveys that were administered

to customers in the lead-up to the filing of this application.

Accordingly, Hydro Ottawa is confident that this plan appropriately balances the twin imperatives
of investing in essential infrastructure in order to achieve service levels and performance
outcomes which are valued by customers, while minimizing impacts on rates. Consistent with
the utility’s high standard of excellence, this Business Plan incorporates several mechanisms
which will hold Hydro Ottawa accountable for delivering on its commitments, including regular
and transparent performance reporting, as well as meaningful performance incentives that will
offer special inducement for the company to cost-effectively execute on its plans and align its

interests with those of its customers.

2. CORPORATE OVERVIEW

Hydro Ottawa is a regulated electricity distribution company serving approximately 364,000
customers within the City of Ottawa and the Village of Casselman. As the third-largest
municipally owned electrical utility in Ontario, the company maintains one of the safest, most
reliable and cost-effective electricity distribution systems in the province. Its service territory
stretches 1,116 square kilometres and comprises a dense urban core, large areas of suburban
development and a vast rural area that represents 60% of the overall footprint. The utility is a
subsidiary of Hydro Ottawa Holding Inc., which is 100% owned by the City of Ottawa and

governed by an independent Board of Directors.?

3 More specifically, the utility is wholly-owned by Hydro Ottawa Capital Corporation, which is one of two subsidiary
holding companies under Hydro Ottawa Holding Inc. Please see Schedule 1-6-1 Corporate Structure and
Governance for more information.
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Hydro Ottawa and its predecessor utilities have proudly served communities in the National
Capital Region for over 100 years. The utility’s unique customer base includes residential
customers, commercial businesses, farms, and large institutional and industrial customers. As
the national seat of government, Ottawa is home to the federal parliament and key institutions
within the Government of Canada. Moreover, in terms of population, the city is the second

largest in the Province of Ontario and the fourth largest in the country.

Hydro Ottawa takes great pride in its legacy of performance excellence and innovation. For
many years, the utility has consistently delivered on one of the top priority outcomes valued by
customers, by achieving best-in-class levels of system reliability relative to its sector peers.
Hydro Ottawa has also blazed many trails as an industry leader: at the provincial level, through
such milestones as being the first municipally-owned utility to implement a Supervisory Control
and Data Acquisition (SCADA) system, and maintaining one of the highest e-billing rate among
all electricity distributors in Ontario; and at the national level, through pioneering actions such as
the issuance of green bonds and certification against the ISO 55001 standard for asset

management excellence (a first in the municipal utility domain in both instances).

Hydro Ottawa puts customers at the centre of everything it does. The utility believes that a
sharp focus on the value it provides to customers will generate positive results in all areas of
performance. Over the course of successive multi-year planning cycles, the company has
reoriented its activities around the customer and customer centrality will continue to drive its

business strategy moving forward.

To achieve its mission of creating value for its shareholder, customers and communities, and its
vision of becoming a leading partner in a smart energy future, Hydro Ottawa’s parent company

has organized its business strategy around eight objectives, represented in Figure 1 below.
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These objectives cascade across the enterprise and therefore serve to guide the business and
operations of the regulated distribution utility.
Figure 1 - Hydro Ottawa’s Strategic Objectives
5 .
Continue to provl(fe’"‘hh
best-in-class customer service -
Become the partner of first
Ensure organizational choice for signature green
capacity, culture, and ~ { A\ energy and carbon reduction
leadership to deliver _‘ \ projects in our community
Elydroﬂogmme
8 POINT
STRATEGY
Grow our social S | B Accelerate digital
license to operate d V- - L o Wl transformation to
gy - enable sustainable
business practices
Continue to grow and - Leverage and promote
diversify our revenue sources distributed energy resources
Based on the success achieved during the preceding five-year term, the trajectory of the utility’s
business and operating environments, and the input received from customers regarding its
performance and direction, Hydro Ottawa will maintain continuity in these strategic objectives
heading into the 2026-2030 period.
As noted in the table below, the strategic objectives align well with the four core performance
outcomes established by the Ontario Energy Board (OEB) for electricity distributors under the
Renewed Regulatory Framework (RRF).
Overview Business Plan
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Table 1 - Alignment between Hydro Ottawa Strategic Objectives and
OEB RRF Performance Outcomes

RRF Performance Corporate Strategic Objectives
Outcomes

Financial Continue to grow and diversify our revenue sources
Performance

Become the partner of first choice for signature green energy
and carbon reduction projects in our community

Customer Focus Continue to provide best-in-class customer service

Leverage and promote distributed energy resources

Operational Accelerate digital transformation to ensure sustainable
Effectiveness business practices

Ensure organizational capacity, culture and leadership
to deliver

Public Policy Achieve net-zero operations by 2030
Responsiveness

Grow our social license to operate

3. STRATEGIC CONTEXT
Hydro Ottawa has formulated its Business Plan against the backdrop of numerous trends and
shifts that are unfolding in the operating, business and policy environments in which the utility
carries out its activity.
The state of the local, provincial, national and international economies has a significant impact
on Hydro Ottawa’s business. For example, uncertainty or volatility in financial markets may
constrain the utility’s access to capital. The economic climate can also affect the stability and
performance of key business partners.

Overview Business Plan
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The conditions in which Hydro Ottawa has prepared this Business Plan are characterized by a
unique confluence of challenges and pressures. During the utility’s current rate term, inflation in
Canada reached its highest levels in 40 years. In response, the Bank of Canada pursued an
aggressive monetary policy campaign, in which it increased interest rates 10 times over a
one-and-a-half year period. While there has recently been a return to stability in inflation and
interest rates, their effects continue to linger and intermingle with the residual economic impacts

of COVID-19 and the disruptions in global supply chains which the pandemic produced.*

Customer sensitivity to price increases and rising costs have been at the forefront of
considerations for Hydro Ottawa in its planning for the 2026-2030 period. The utility is conscious
of the imperatives to control its costs, embed productivity and continuous improvement across
its operations and minimize rate impacts. Amidst economic uncertainty, Hydro Ottawa is
discharging its responsibility to manage its resources prudently and prioritize investments that

will deliver value for money for customers.

Hydro Ottawa owns and operates a large, complex distribution network consisting of
approximately 50,000 poles, 38,700 transformers, 4,800 kilometres of overhead lines, 7,900 km®
of underground cable, and more than 80 substations. Among the most significant operational
pressures facing the utility is the advanced age and degraded condition of a significant subset of

its asset base.

As it concerns asset age, large segments of the system were constructed in the 1960s through

the 1980s. With most assets having a lifespan of approximately 50 years, a considerable

4 Schedule 1-2-5 - Impacts of Inflationary Pressure offers more detailed information and analysis regarding
inflation-driven cost increases during the 2021-2025 period, as well as projected impacts on expenditures for the
2026-2030 rate term.

5 The km shown in this section include both primary and secondary circuits, for information on the calculation of
secondary lines, refer to Attachment 1-3-3(A) - PEG Benchmarking Analysis
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proportion of the system has reached or exceeded its typical useful life (54% of all assets).
From a condition profile perspective, approximately 6% of the utility’s assets are in poor or very
poor condition, and are in known need of replacement or refurbishment. Together, these figures
signal that there are high risks of asset failure which Hydro Ottawa must address, along with

accompanying safety and environmental risks which also require mitigation.
As shown in the graph below, in recent years defective equipment has been the leading cause
of non-scheduled outages. This underscores the need for regular inspection and replacement of

infrastructure that is aging, in poor condition, or performing poorly.

Figure 2 - Leading Causes of Outages (2019-2023)

@ Cause Code 0 - Unknown

@ Cause Code 1 - Scheduled Outage
Cause Code 2 - Loss of Supply
Cause Code 3 - Tree Contact

Cause Code 4 - Lighting

Cause Code 5 - Defective Equipment

Cause Code 6 - Adverse Weather

Cause Code 7 - Adverse Environment
Cause Code 8 - Human Element

@ Cause Code 9 - Foreign Interference

In the absence of critical system renewal investments, the increased potential of failures posed
by these aging and deteriorating assets will impact Hydro Ottawa’s ability to maintain grid

reliability.
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2 The City of Ottawa and the surrounding area has experienced significant growth in recent years.
3 According to Statistics Canada, Ottawa had the highest growth rate (8.9%) among large
4 municipalities in between the 2016 and 2021 national censuses — a period in which the City’s

5 population surpassed 1 million people, making it the fourth-largest city in the country.

7 As outlined in the table below, this trend has translated into a steady expansion in the number of
8 customers served by the utility and the number of new customers requiring connection to Hydro

9 Ottawa’s network on an annual basis.

10
11 Table 2 - Annual Increases in Customer Connections®
2016 2017 2018 2019 2020 2021 2022 2023
New Customers 3,970 3,897 3,543 4,451 6,576 6,968 5,586 5,496
12
13

14 A comparable level of growth for Ottawa is anticipated over the coming years. For example,
15 according to the City’s Official Plan, its population is expected to increase by 15% from 2021 to
16 2031. Population growth over the full term of the Official Plan (2021-2046) is expected to be
17 33%. This growth is expected to take several distinct forms: the development of new mixed
18 commercial/residential communities; intensification of development within the urban core; and
19 continued suburban growth in the east, west, and southern regions.

20

21 In addition, as part of the municipal housing targets established pursuant to the province-wide
22 goal of building 1.5 million new homes by 2031, Ottawa has pledged 151,000 new homes,

23 equating to 15,100 new units on an annual basis.

® The figures in this table are based on customer counts as of year-end (i.e. December 31).
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Alongside this development, major electrification-driven infrastructure projects such as the City’s
migration to zero-emission buses for its transit fleet, The Ottawa Hospital's New Civic Campus,
and the expansion of Government of Canada facilities are also set to overlap with Hydro

Ottawa’s upcoming rate period.

As outlined in the table below, Hydro Ottawa has experienced an exceptional number and

pattern of severe weather events in recent years.’

Table 3 - Historical Weather Events & Impacts

Severe Weather Event Description, Impacts & Customers Affected

2017 Freezing rain & heavy snow (January) |« 19,130 customers (6% of customer base)

Flooding (May) * 1-in-100-year flood levels for Ottawa River
Thunderstorm (September) * 11,391 customers (3% of customer base)
2018 Freezing rain (April) * 55,101 customers (17% of customer base)
High winds (May) * 63,869 customers (19% of customer base)
Tornadoes (September) * 216,000 customers (65% of customer base)

« Class EF-2 and EF-3 tornadoes; 260 km/h winds
* 90% of customers restored within 2.5 days

2019 Flash storm (April) * 44,511 customers (13% of customer base)
* Loss of supply and substation flooding

Flooding (May) * 1-in-1000-year flood
* Highest water levels on record for Ottawa River

Lightning (July) * 70,069 customers (21% of customer base)
* Four separate loss of supply outages

High winds (November) *+ 14,228 customers (4% of customer base)

7 Additional information regarding recent Major Event Days experienced by Hydro Ottawa is available in Section 4 of
Schedule 2-5-3 - Performance Measures for Continuous Improvement.
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2021

Lightning (June)

* 17,441 customers (5% of customer base)
« Lightning and loss of supply

2022

Derecho (May)

+ 180,946 customers on event day (52% of customer
base)

* Highest wind speeds on record in Ottawa

* Severity of wind speeds greatly exceeded forecast
+ 6" costliest natural disaster in Canada’s history

* $24 million in restoration costs for Hydro Ottawa

* 90% of customers restored within seven days

Bomb cyclone (December)

* 67,710 customers (19% of customer base)
* Intense freezing rain and snow; loss of supply

2023

Ice storm and freezing rain (April)

» 163,448 customers (45% of customer base)
* 90% of customers restored within two days

Lightning (June)

* 15,413 customers (4.25% of customer base)
* Loss of supply

Lightning, hail and wind (July)

+ 37,821 customers (10.4% of customer base)
+ >6,000 total lightning strikes during month of July 2023
(8 times as many as July 2022)

The impacts of the May 2022 Derecho storm, in particular, cannot be overstated. The Derecho

triggered over 1,000 individual system outages, affected more than half of Hydro Ottawa’s total

customer base, with the most adversely impacted customers without power for two weeks. The

storm resulted in costs equivalent to four years’ worth of emergency repairs, necessitated

re-organization and re-prioritization of the utility’s capital program, and had effects on physical

infrastructure and the local tree canopy which lingered for months and years afterwards,

respectively.?

Hydro Ottawa has implemented numerous measures and lessons learned based on the

experiences, impacts, and damages associated with the Derecho and other recent events.

8 Please see Attachment 2-1-1(A) - Derecho May 2022 After Storm Report for more information on the impacts
associated with this event.
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However, additional investments are required in order to further increase the resilience of
distribution infrastructure, harden assets, reconfigure segments of the local grid, enhance
adaptation and risk mitigation measures, and better protect service delivery and occupational
health and safety in anticipation of the severe weather patterns and climate change effects

which are expected to amplify in the future.

Ontario’s energy sector, in step with larger trends unfolding across the globe, is in the midst of a
historic transformation. This is known as the “energy transition,” which the OEB defines as “a
global shift away from using fossil fuels to a more sustainable, renewable energy future that

includes more innovation and customer choice.”

There are numerous drivers underlying the energy transition: the falling costs and more
favourable economics of renewable energy resources; technological innovation; and evolving
expectations of consumers, communities and investors. Public policy direction is likewise a
major factor. The Government of Canada, the provincial government and the City of Ottawa
have all adopted targets for reducing greenhouse gas (GHG) emissions and recognized the
essential role that a clean electricity grid will play in decarbonizing other sectors of the economy.
A key implication of the energy transition is increased demand for electricity in the future, as the
shift towards greater electrification accelerates. The Independent Electricity System Operator
(IESQ) is projecting total demand in Ontario to increase 75% by 2050 and is planning a series of
competitive long-term procurements over the coming years to obtain the necessary supply and

capacity to meet this demand.™

® OEB, “Welcome to the Energy Transition Project Hub.” Available:
https://engagewithus.oeb.ca/hub-page/energy-transition-hub.

'® More information on the City’s Energy Evolution strategy is available at the following link:
https://ottawa.ca/en/living-ottawa/environment-conservation-and-climate/reducing-greenhouse-gas-emissions/strategi
es-and-action-plans/energy-evolution.

" IESO, “2025 Annual Planning Outlook: Demand Forecast Information Session” (October 16, 2024). Available:
https://ieso.cal-/media/Files/IESO/Document-Library/engage/apo/APO-20241016-presentation-demand-forecast.pdf
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Hydro Ottawa has already started to experience and observe many of the trends associated
with the energy transition in its own service territory. These include major projects underway at
the City of Ottawa to electrify public transit (whether Light Rail Transit or phase-out of the diesel
bus fleet) and install heat pumps at municipal facilities; connection and service requests from
commercial and institutional customers seeking to fuel-switch to electricity for thermal energy
purposes at their large campuses; or the installation of EV chargers and heat pumps by a
growing number of residential and commercial customers. Moreover, these shifts are already
translating into major incremental investment needs. At present, Hydro Ottawa is on course to
construct an average of one new substation every year over the coming years (compared to the
utility’s past average of one every five years), with customer electrification serving as a principal

driver for several of these projects.

What’s more, these trends and the corresponding infrastructure needs are set to persist for
years and decades to come — well beyond the limited timeframe of the 2026-2030 rate term.
Hydro Ottawa commissioned a formal study examining the impacts on the grid of high levels of
electrification in the transportation and building sectors in the utility’s service territory, looking out
to 2050. Across multiple scenarios, modelling every hour of the year and each substation in
Hydro Ottawa’s network, the study projected a significant increase in peak demand, ranging

from two times to four times greater than the 2022 reference point."

In short, the transformation underway represents a historic challenge and it is incumbent upon
Hydro Ottawa to support and work alongside its customers, and invest in building, maintaining

and operating a grid that will meet the needs of the future.™

2 See Attachment 2-5-4(F) - Decarbonization Study.

3 For more information on how electrification and electrification-driven large load requests from customers have
influenced Hydro Ottawa’s forecast electricity demand, please see Section 9 of Schedule 2-5-4 - Asset Management
Process and Schedule 3-1-1 - Revenue Load and Customer Forecast.
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The operational technology (OT) and informational technology (IT) systems that underpin
utilities’ performance are continuing to evolve rapidly and become increasingly complex. The
business systems supporting frontline operations and back-office functions are steadily
migrating towards digital, mobile-friendly and cloud-based solutions. Automation is on the rise
and the enormous potential for artificial intelligence (Al) to optimize system operations, integrate
variable energy resources into the grid and accelerate the energy transition is only just starting
to be tapped. While utilities are navigating this shifting terrain, they are simultaneously
compelled to mitigate the risk of technologies becoming obsolete — whether as a result of
third-party providers discontinuing maintenance services for legacy solutions or existing tools

having reached the end of their useful lives (as in the case of first-generation smart meters).

In addition, advancements in technology are fostering a more dynamic operating environment,
characterized by bidirectional flows with an expanding number of interactions and participants
enabled by an integrated digital ecosystem. This is occurring at both the local and bulk level of
the grid. For example, from 2019 to 2023, the number of distributed energy resources (DERS)
connected to Hydro Ottawa’s system increased by over 25%." In 2024, the IESO successfully
concluded the single largest procurement of battery storage resources in Canada, securing
almost 1,800 MW of capacity. Both of these developments attest not only to growing customer
and market appetite for new services and avenues for participation in the electric power system,
but to the increasingly sophisticated and flexible technological solutions making such
opportunities possible. Against this backdrop, there is rising interest in the implementation of a
Distribution System Operator (DSO) model. The implementation of a DSO model, in which local

markets, generation and demand response programs are managed at the distribution level.

* See Section 9 of Schedule 2-5-4 - Asset Management Process for more information.
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Similarly, the foregoing shifts are unfolding in an economic, social and cultural context in which
the use of, and reliance on, technology by consumers and businesses continues to trend
inexorably upwards. More and more, customer preferences, communications and transactions
are becoming “digital by default”, meaning digital services and platforms are viewed as more
efficient, convenient, cost-effective, and conducive to control and curated choice. In turn, by
harnessing advanced digital solutions, utilities can build greater customer intelligence and gain
a 360-degree view of the customer, enabling them to tailor services and offerings to meet
individual needs and priorities. This further transforms the customer experience, builds stronger

relationships and drives long-term loyalty.

However, technological acceleration is not without its challenges or drawbacks. An increased
reliance on complex digital infrastructure and its multiplying points of interconnection creates a
much more acute risk landscape, with heightened exposure to cyber security threats. This
magnifies what is already a hazardous cyber domain for Hydro Ottawa, which is a high-risk
target on account of its service to the capital city of a G7 country and a multitude of customers

with unique service quality and data confidentiality needs.

Against this backdrop, utilities like Hydro Ottawa shoulder the two-fold responsibility of ensuring
their customer service offerings and business operations are unlocking the full spectrum of
benefits made available by innovative technology, while simultaneously mitigating the security

risks which are inherent in these tools and solutions.

Hydro Ottawa’s strength and success as a company is derived from the quality of its employees.
Like many companies in the electricity sector, however, Hydro Ottawa is facing challenging

workforce pressures and demographics.
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In recent years, the company has experienced a large wave of retirements, with many of these
individuals being long-standing employees and skilled workers in trades or technical
professions. While Hydro Ottawa has successfully planned for this shift, it has had the effect of
lowering the average employee age and term of service. In addition, demographics are such

that there still remains a large portion of the workforce which is eligible for retirement by 2030.

Over the course of two successive five-year rate plans, Hydro Ottawa has sought to keep its
total headcount relatively static. This has been achieved through various means, including
boosting productivity and efficiency (especially through technology and automation),
redistributing vacancies from support functions to positions in the skilled trades, increasing the

use of temporary positions and accessing contracted services.

This retrospective context is essential to understanding the prospective outlook for Hydro
Ottawa for the remainder of its current five-year rate plan and looking ahead to the 2026-2030

term. In short, there is an acute need for new positions and new skills.

The historic levels of capital investment required in the years ahead, along with the changes in
grid planning and operation which are occurring in the context of the energy transition, mean
that the occupational structure of the sector and the mix of skills required will shift considerably.
Workforce levels and competencies will need to be commensurate with the realities and needs
of an increasingly electrified, decarbonized and digitized future, in which customer expectations
for reliable service and minimal outages will be magnified. Along with a significant addition of
staffing resources, this will necessitate training and upskilling for current employees, in order to
adapt to an evolving business landscape and ensure that work is performed safely and

efficiently. These pressures are further compounded by an intensely competitive labour market.

The circumstances facing Hydro Ottawa are similar across the provincial and national electricity

sector. According to Electricity Human Resources Canada, approximately 28,000 new
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employees will be needed in the sector by 2028, equivalent to 25% of the current labour force:
57% to replace retiring employees and 43% to meet demand for expansion of the electricity

system.™

The ability of the utility to successfully plan, grow and develop its workforce will therefore be a
critical determinant of whether core business objectives and customer needs can be met over

the coming five-year rate period and beyond.

4. PLANNING & CUSTOMER ENGAGEMENT

The preceding section serves as the backdrop against which Hydro Ottawa developed its
investment plans for the 2026-2030 rate period. These plans are the result of an integrated
business planning and customer engagement process, which was aimed at balancing the

achievement of outcomes valued by customers with impacts on rates.

'® Electricity Human Resources Canada, Electricity in Demand: Labour Market Insights - 2023-2028 (2023).
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Figure 3 - Business Planning & Customer Engagement Process
for 2026-2030 Investment Plans
C It Capital and
ST et OMBA Needs: e Solidification of Final Plan
nggg(:s& et Id?;lr?jr?tai:;li‘oﬁnd DR Investment Plan Approval
January 2024 Feb - May 2024 Feb — Aug 2024 Sep — Oct 2024 Oct—Dec 2024 December 2024
+ Timeline and + Thousands of + Preliminary capital « Formal solicitation « Finalization of « Board approval of
parameters customers participate and operational of feedback from capital and final investment plan,
established for formal in initial engagement needs identified customers on operational plans, and rate-setting
development of to gauge customer + Major programs and proposed investment based on customer framework
2026-2030 capital needs and highlight projects, as well as plans and alternative feedback and « Final plans
and operational plans areas for service bill impacts, reviewed options via online validation represent minimum
improvements » Rationalization survey Investments required
+ Findings helped based on customer = 21,800 survey to maintain reliability,
support preparation affordability, and completions (6% of boost grid resilience
of preliminary financial and delivery total customer base) and flexibility, meet
investment needs capacity » 87% average level expected demand
and scenarios » Formulation of draft of support across all growth and build
investment plan customer classes for workforce capacity
draft plan needed to deliver
customer outcomes
At a high-level, the key stages in this process were as follows:

e Corporate budgeting and priority-setting guidelines: in the context of preparing
for a five-year rebasing application, a key tool in Hydro Ottawa’s business planning
process is a set of formal guidelines from the Chief Financial Officer for the
preparation of five-year budgets for the subsequent distribution rate period. This
guidance is circulated well in advance of the expected filing date of the rate
application.®
The document serves a number of purposes: laying out a timeline for the
development of preliminary capital and operational budgets, as well as for the
finalization of spending plans based on customer input; outlining considerations for
capital investments and operational expenditures; identifying expectations with

'® Please see Attachment 1-2-3(A) - Corporate Memorandum - 2024-2030 Priorities and Budget Guidelines for a copy
of this memorandum.
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respect to such matters as inflation, compensation and headcount; stipulating
requirements related to productivity, continuous improvement and cost control; and
directing the alignment of spending with customer interests and outcomes, the

utility’s strategic objectives, and OEB policy and direction.

The process mapped out in the Corporate Memorandum attests to the rigour,
discipline and customer-oriented focus which serve as hallmarks of Hydro Ottawa’s

business planning activities.

Phase 1 customer engagement: in early 2024, Hydro Ottawa undertook an initial
engagement seeking input from customers on their needs and priorities regarding
electricity distribution service. This engagement took the form of exploratory focus
groups and in-depth interviews, and benefited from the participation of thousands of
customers. This engagement was also informed by insights gathered from the many
channels, interactions, platforms, forums, tools and activities maintained by Hydro
Ottawa for the collection of customer input on a continuous basis. These
mechanisms reflect an abiding posture on the utility’s part to develop a genuine

understanding of customers’ interests through a fluid and ongoing feedback loop."”

Key insights from this exercise included the identification of reliability, resilience and
reasonable rates as top priorities, as well as general satisfaction on customers’ part
with the service they receive from the utility. Residential and small business
customers signalled quicker restoration following severe weather events as a major
priority, while larger customers placed a bigger emphasis on reducing the number of
outages. Commercial and key account customers also expressed the need for

capacity to be available for future demand and were more supportive of the utility

7 Additional information is available in Schedule 1-4-1 - Customer Engagement Ongoing.
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investing in new technologies to support their energy consumption decisions based

on data analytics.

Identification and prioritization of capital and operational needs: subsequent to
the issuance and parameters of the aforementioned guidelines, and informed by the
results of preliminary customer engagement, internal subject matter experts at Hydro
Ottawa prepared the capital and operational expenditures required over the
2026-2030 rate period to deliver reliable service, replace aging infrastructure, meet
growing demand, enhance system resilience, modernize grid operations and run the

business effectively.

Numerous processes and inputs influenced this effort. Foremost among these was
Hydro Ottawa’s mature asset management process, which assesses the condition
and health, as well as future risks, of the utility’s distribution assets and systems. In
addition, Hydro Ottawa took into account independently-validated load and customer
forecasts, special studies (including those examining a range of decarbonization
scenarios and grid hardening options), and both internal and external benchmarking
comparing the utility’s historical performance and cost trends against industry peers.
Alternative approaches were examined for viability and potential customer benefits,
including the use of non-wire solutions (NWS) to address system needs in a variety
of different contexts. Major project and program proposals, along with preliminary
estimates of cost and price impacts for customers, were also reviewed by the utility’s

executive leadership.

As noted in the aforementioned guidelines, affordability was established at the outset
as an overarching strategic consideration for Hydro Ottawa’s capital and operational
plans. In this context, affordability encompassed both ability and willingness to pay

from a customer perspective, as well as financial ratios (liquidity and debt to equity)
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and the capacity to deliver from a utility perspective. In light of affordability and
financial capacity constraints which emerged from the preliminary needs
assessment, Hydro Ottawa rationalized certain spending proposals in order to
prioritize the most critical expenditures for system investment and operational

efficiency, and minimize rate impacts for customers.

Phase 2 customer engagement: with a draft investment plan for 2026-2030 in
hand, the utility initiated a second round of customer feedback, seeking input on how
customer priorities were understood and translated into spending levels, and on the
balance achieved between expected services and corresponding rates. A formal
engagement was launched in September 2024, consisting of a detailed online survey
which was made available and promoted to all residential, small business and

commercial customers.

The survey focused on four spending categories while five key investment areas

confronting Hydro Ottawa over the coming five-year period:

o Replacing aging infrastructure — sustaining system reliability and
minimizing extended outages through a proactive asset replacement strategy.

o Metering renewal — upgrading existing meters and their data management
platform, while deploying grid-edge devices to support grid modernization.

o Grid modernization — optimizing planning and operations in order to
enhance reliability, enable adaptive flexibility, fortify resilience and security,
empower customers, integrate more renewable resources and promote
sustainability.

o Preparing for growth and electrification — strategically planning

investments to support the anticipated growth in electricity demand.
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o Grid resilience — strengthening the ability of the distribution network to

withstand, adapt to, and recover from disruptions.

For each of these, customers were requested to consider three options (proposed
draft plan, accelerated pace, slower pace) and select the one which best reflected
their views and preferences for aligning costs with benefits. Accompanying the
breakdown of options was a description of expected outcomes by 2030 and beyond.
A built-in calculator enabled respondents to understand the impact of the various
scenarios on their bills and to adjust their preferences until an optimal balance had
been achieved. Customers were thus able to express their views on a range of
alternative proposals, as well as the respective trade-offs, outcomes and rate

impacts.

On balance, customers across all classes signalled substantial levels of support for
Hydro Ottawa’s proposals and the attendant rate impacts. Together, positive
responses — whether in favour of accelerated spending, partial to the draft plan “as
is”, or simply affirmative of the necessity for investment consistent with the utility’s
approach — reached an average threshold of 87% within the participant pool. The
significance of these results is bolstered by the fact that, with nearly 22,000
Respondents (7% of total customer base), there was once again an expanded
number of participants compared to Hydro Ottawa’s previous five-year rebasing
application (i.e. number of respondents as a percentage of the total customer base)
and exceeds those which have been observed in recent rate filings from the utility’s

large distributor peers in the province.

Solidification of investment plan: overall, the feedback yielded from the customer
consultation process validated the scope and direction of the utility’s proposals, and

offered important insights which helped finalize the investment plan as presented in
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this application.

e Final approval: in December 2024, Hydro Ottawa’s Board of Directors formally
approved the investment plans and rate-setting framework for the 2026-2030 period,
marking the culmination of the utility’s iterative and comprehensive business

planning process.

5. CAPITAL & OPERATIONAL INVESTMENT PLAN

The rigorous and comprehensive asset management, capital expenditure and business
planning processes undertaken by Hydro Ottawa, along with the input provided by customers on
expectations and priorities for reliable and cost-effective service, have resulted in a plan which
will anchor the utility’s activities over the 2026-2030 rate term and position the utility to meet
customer needs, while minimizing impacts on rates. This plan serves as a responsible and
prudent response to core imperatives confronting the utility: expanding grid capacity to meet
increased demand; upgrading or replacing deteriorating infrastructure at risk of failure;
enhancing grid resilience; modernizing the grid; and building a skilled, sustainable workforce.
What’s more, this plan encompasses foundational investments which will ensure Hydro Ottawa
is prepared to adapt its system and operations over the long-term to a range of potential shifts,
pressures and uncertainties in its environment, including greater electrification, DER
proliferation, technological complexity and evolution in the business model for electricity

distribution.

This envelope of investments likewise represents a concerted effort to manage an array of latent
risks in the utility’s operating environment. These include, but are not limited to, the prospects of
existing infrastructure becoming strained or overloaded, and thus more prone to longer and
more frequent outages; greater vulnerability to extreme weather effects; delays in, or barriers to,
connecting customers to the grid (and the associated economic impacts); reduced capacity to

support housing and commercial development; inefficiencies in system operations; and higher

Overview

26

Business Plan



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

2026-2030 Custom IR

L~ EB-2024-0115
/‘ H_le'o Exhibit 1

Tab 2
Schedule 3
ORIGINAL

Page 27 of 60

levels of cyber security exposure. While many of these risk factors are more immediate in
scope, there are other risks which may only materialize in the long-term — for example, in a
scenario in which Hydro Ottawa has not adequately invested in the infrastructure, informational
and operational systems, and human capital that will be necessary to support an increasingly

electrified economy and way of life.

Hydro Ottawa’s proposed investments are organized into capital plans and operational
programs, which together will serve as the means by which the utility will achieve service levels
and performance outcomes that are valued by customers, and fulfill its fundamental obligations

as a licensed electricity distributor.

Capital expenditures relate to physical items that, after being placed into service, have lasting
benefits over many years. These include the overhead and underground infrastructure that
serve as the backbone of the distribution system (poles, wires, transformers, stations); IT and
OT hardware and software; and supporting assets and equipment, such as facilities, vehicles

and tools.

Hydro Ottawa’s assessments of its capital needs, and its proposed expenditures for meeting
them, are captured in the utility’s 2026-2030 Distribution System Plan (DSP). The DSP details
how capital investments will be prioritized, paced and optimized, while minimizing rate impacts
for customers and facilitating continuous improvement and productivity. The DSP is a core
deliverable emerging from multiple internal and external planning processes related to capital
investment, asset management, regional planning, customer engagement and business

strategy.

The investment proposals set forth in the DSP are organized into four categories, as stipulated

by OEB requirements: System Access, System Renewal, System Service, and General Plant.
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1 Projected expenditures are outlined in the table below.
2
3 Table 4 - 2026-2030 Annual Capital Expenditures ($°000 000s)
Test Years Total ‘
Investment Category
2026 2027 2028 2029 2030 2026-2030
System Access $86 $79 $66 $67 $71 $369
System Renewal $85 $83 $81 $87 $95 $432
System Service $99 $125 $76 $86 $87 $473
General Plant $38 $24 $33 $28 $11 $134
TOTAL CAPITAL
EXPENDITURES $309 $311 $256 $268 $265 $1,409
Capital Contributions $(51) $(51) $(38) $(32) $(41) $(213)
NET CAPITAL
EXPENDITURES $258 $260 $218 $235 $224 $1,195
4
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Across this proposed investment envelope, there are four strategic investment priorities which

will drive Hydro Ottawa’s capital program over the 2026-2030 period:

system reliability and safety based on condition assessments.

Growth & Electrification - Powering the Growing Community: expanding grid
capacity to serve a growing community and ensure a reliable, resilient electricity
system capable of meeting increasing demand driven by new customer connections
and DERs.

Renewing Deteriorating Infrastructure: mitigating risk by strategically upgrading or

replacing deteriorating infrastructure, prioritizing assets with the greatest impact on

Grid Modernization - Enabling the Energy Transition: modernizing the grid

through strategic technology adoption and infrastructure upgrades to enable the
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energy transition, facilitate customer participation, and optimize DER integration,

thereby enhancing grid capabilities and efficiency.

4. Enhancing Grid Resilience: enhancing grid resilience by proactively upgrading
infrastructure and implementing measures to protect against increasingly frequent
and intense severe weather events and cyber threats.

The 2026-2030 capital program is set to be the largest five-year program in Hydro Ottawa’s
history. At the same time, it represents the minimum level of investment that is required in order
to deliver outcomes and service levels that are valued by customers over the upcoming rate
term, and to position both the grid and the ultility itself to be able to meet the needs of the future
over a long-term horizon. Through its investment plans, the utility will:

e |Invest in the reliability of its distribution grid, with the goal of maintaining current
levels of reliability where performance is strong, while enhancing reliability in those
pockets of the system in which performance is below average;

e Replace distribution infrastructure at the greatest risk of failure;

e Increase the resilience of its distribution system through targeted investments, such
as the hardening of overhead infrastructure and equipment, cost-effective
undergrounding and implementation of anti-cascading measures;

e Expand and increase the capacity of its distribution system in order to connect new
residential and commercial customers (including those customers whose needs are
driven by electrification measures);

e Relocate or upgrade existing assets and equipment in order to accommodate the
development of municipal or other public infrastructure;

e Implement grid modernization technologies and strategies which will improve the
resilience of distribution infrastructure and operations;
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e Implement the next phases of its Advanced Distribution Management System
project, which involves the integration of core operational systems, and the
optimization of grid operations and performance through innovative technologies;

e Begin deploying next-generation smart meters and sensors, and leverage the
enriched data to deliver value-added services to customers;

e Deploy advanced communications infrastructure to maximize visibility and control
over grid assets and equipment;

e Integrate NWS into distribution system planning and operations, investing in
utility-owned battery energy storage, and evaluating and deploying Non-Wires
Customer Solutions;

e Embed productivity, continuous improvement and innovation across its capital
investment and expenditure plans; and

e Minimize rate impacts for customers through prioritization and pacing of investments.

5.1.1. System Access

This capital expenditure category encompasses those investments that allow Hydro Ottawa to
meet its obligation to connect customers to the grid. These expenditures are subdivided into
specific programs focused on facilitating customer access, expanding the system and upgrading
infrastructure, relocating equipment to accommodate municipal infrastructure needs like road

widening, and enabling the integration of customer-owned generation.

As a licensed electricity distributor, Hydro Ottawa’s fundamental mandate is to provide reliable,
safe and efficient access to its system while supporting the growth and development of its
customer base. With the City of Ottawa continuing to witness a high level of growth, and with
the utility having averaged approximately 6,000 new connections every year during the
2021-2023 period, System Access expenditures remain crucial to achieving positive outcomes
in relation to customer expectations for service quality and responsiveness. As discussed

further below, the experience of recent years with respect to customer connection volumes,
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complexity and costs, as well as the planning, resourcing and execution implications of
third-party-driven projects, has underscored the importance of recognizing the challenging
dynamics of the operating environment and ensuring adequate funding levels to manage

them.'®

Over the 2026-2030 rate term, Hydro Ottawa anticipates a sustained high pace of residential
connections and subdivision projects, with significant activity in suburban areas of the service
territory which continue to experience high levels of growth, such as Kanata, Orleans and
Barrhaven. This is consistent with recent trends as well as municipal housing targets, driven by
provincial policy mandates, which are contemplating over 15,000 new units on an annual basis
through 2031. The utility is also projecting comparable growth and development patterns on the

commercial side, with indicators for local economic development remaining robust.

Not only is the volume of commercial connections on the rise, their complexity is likewise
amplifying. Hydro Ottawa is receiving a growing number of service requests from customers
interested in electric cooling and heating systems, EV charging infrastructure, and other
electrified technologies, which can present challenges in terms of sizing and configuring the
necessary infrastructure to enable their use, and of integrating these areas of load into the
broader distribution network. Average customer electrical service sizes are growing, while

intensification is driving the need to increase voltage levels in existing urban communities.

Moreover, as outlined in Figure 4 below, Hydro Ottawa is presently managing the highest
number of large load requests in its history, with the corresponding level of potential growth
through 2040 equivalent to 30% of the utility’s current system peak.'® Several of these requests

involve major infrastructure projects whose construction and electrical infrastructure connections

'® Of note, System Access represented almost 50% of the total variance in capital expenditures for the 2021-2025
rate term. Additional information is available in Schedule 2-5-5 - Capital Expenditure Plan.

" For more context on the information presented in Figure 4, see Section 9 in Schedule 2-5-4 - Asset Management
Process.
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are set to be completed and placed into service during the 2026-2030 rate term, and whose
scale and complexity mean that an exceptional level and form of support from Hydro Ottawa is
essential in order to ensure their success. These projects include the new Civic Campus for The
Ottawa Hospital, which is one of the largest infrastructure projects in Ottawa’s history; the
electrification of Ottawa’s public bus fleet; and large-scale campus developments by multiple
departments and agencies of the Government of Canada. These projects underscore the
evolving nature of distribution system expansion that is necessary to meet the city’s growing
energy needs. What's more, the number of such projects is expected to continue rising as
Ottawa’s growth accelerates due to ongoing development, urban intensification and net-zero

public policy objectives.

Overview Business Plan

32



10

11

12

13

/@ Hydro(

2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 2

Schedule 3
ORIGINAL

Page 33 of 60

Figure 4 - Large Load Connections, Commitments, Requests & Inquiries
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The evolving sustainable energy landscape is likewise reflected in Hydro Ottawa’s planned

investments in generation connections. These investments in upgrading

infrastructure,

improving grid access for DERs and streamlining connection processes will provide a range of

benefits, including facilitating self-supply and cost-saving options for interested customers;

reducing peak demand, line losses and infrastructure strain; improving load management and

enhancing grid stability; and lowering emissions through reduced consumption of fossil fuels. In

addition, they serve as further impetus for the grid modernization initiatives that are

contemplated by Hydro Ottawa (see section 5.1.3. below), as greater proliferation of DERs

presents expanded opportunities for load shifting and demand response, which in turn gives rise

to the need for enhanced monitoring and control capabilities for the utility.
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Finally, whether in conjunction with the planned investments already discussed or in relation to
other needs, Hydro Ottawa’s proposed System Access expenditures also encompass a portfolio
of investments in infrastructure upgrades and plant relocation. These can involve upgrading the
capacity of transformers, reconductoring distribution lines, expanding stations and moving
existing equipment in order to accommodate third-party capital projects such as widening of
municipal roads or rehabilitation of public infrastructure. In addition, the System Access
envelope includes discrete investments in the installation of meters into multi-unit buildings or

the retrofits of bulk metered buildings to unit metering.

Hydro Ottawa’s proposed investments in System Access are summarized in the table below.
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Table 5 - 2026-2030 System Access Expenditures ($°000 000s)

Capital Program

-

Historical/
Bridge
Years

2021-2025

Test Years

2026-2030

Plant Relocation

$45

$35

Variance

$(10)

System Expansion

$89

$108

$19

Customer Connections

$157

$221

$64

Generation Connections

$1

$4

$4

Metering

$2

$2

Total Capital Expenditures

$293

$369

$77

Capital Contributions

$(158)

$(196)

$(38)

Net Capital Expenditures

$134

$173

$39
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5.1.2.

Included under the scope of this category is the replacement and refurbishment of system

System Renewal

assets, whether on a planned or emergency basis. Together, these programs are aimed at
alleviating one of the most significant pressures on the system — namely, mitigating the risk of
the potential failure of degraded assets and equipment. By investing in asset renewal, Hydro
Ottawa can proactively mitigate failure risks, maintain the reliability of its network, ensure a safe
power supply for customers, and avoid accumulating a backlog of equipment in poor condition
that will require more capital investment in the future. Furthermore, a portion of the investments
planned under System Renewal are essential to the utility’s plans for modernizing its grid and

enabling new opportunities for customers to manage demand and reduce costs.

Hydro Ottawa’s proposed System Renewal investments have been formulated against the
backdrop of a step change in the utility’s asset management process. Through the
implementation of predictive analytics, enhanced testing, inspection and maintenance
programs, and a more robust asset condition assessment framework, the utility has transitioned

to a more risk-based, data-driven approach to asset planning. This has yielded more accurate
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and comprehensive insights into asset health and condition, which have subsequently helped to
optimize decisions around system renewal and better balance them against customer

affordability considerations.?

While a sizeable share of Hydro Ottawa’s distribution asset portfolio presents challenges and
concerns in terms of its condition and age, the pressures are particularly acute in the station
asset class. Almost 60% of the utility’s station asset fleet has reached its typical useful life, with
13% of station assets being in a poor or very poor condition. Renewal of core assets —
transformers, switchgear, breakers, relays and other equipment — is therefore imperative to
mitigating the reliability and safety risks associated with the increased potential for in-service
failures. A maijor initiative within the stations renewal program is the planned decommissioning
of five 4-kilovolt (kV) stations, whose limitations in meeting the growing demand for
electrification and increased capacity needs have been identified through rigorous risk

assessments.

Hydro Ottawa is likewise proposing a proactive approach to management and renewal of its
overhead (OH) infrastructure. The utility is planning to replace poles at a rate which will keep
pace with long-term risks associated with pole degradation, while shifting, on a targeted basis,
to a more aggressive inspection cycle (i.e. from 10 years to 5 years), in order to mitigate the
risks inherent in a growing proportion of poles which have reached or exceeded their typical
useful life. This effort will also yield environmental benefits, with accompanying reductions in the

risk of oil releases from overhead transformers.

With respect to underground (UG) distribution infrastructure, reductions in reliability risk levels
are expected through a measured approach to renewing assets that are in a deteriorated

condition. Addressing major concerns across all types of underground assets (cable,

% For more information on these and other enhancements to Hydro Ottawa’s asset management framework, see
Section 4 of Schedule 2-5-4 - Asset Management Process.
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transformers, switchgear, vaults) will help reduce customer interruptions due to unanticipated

equipment failures.

A noteworthy element of Hydro Ottawa’s asset renewal plans for the upcoming rate term is the
replacement of end-of-life, first-generation smart meters. A key investment driver is the
functional obsolescence of the aging metering fleet, which presents risks to enhancing customer
service, ensuring billing accuracy, safeguarding data security and privacy, detecting and
responding to outages promptly, and complying with Measurement Canada regulations. To
address these risks, the utility has developed a phased plan for deploying Advanced Metering
Infrastructure (AMI) 2.0 technology, which will guide investments in upgraded meters,
communications infrastructure and data management systems, with the goal of enhancing

monitoring and control capabilities.

Equally significant is the foundational role that AMI will play in enabling grid modernization over
the course of 2026-2030 and beyond. AMI is a critical linchpin for optimizing grid planning and
operations, enriching load analysis and forecasting, fostering interoperability with other utility
systems through near real-time exchange of high-resolution data and streamlined
communications, advancing automated outage detection and response, integrating DERs, and
offering  customers value-added features such as personalized energy-saving
recommendations. The scalable and flexible nature of AMI 2.0 will ensure that Hydro Ottawa
can adapt to future technologies and energy management strategies (including the potential
implementation of DSOs across Ontario), avoid costly retrofits and maximize long-term cost

savings.

Other System Renewal investments supporting grid modernization include increasing the
proportion of digital electromechanical relays in stations and replacing manual overhead

switches with remote controllable equipment.
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In addition to the foregoing categories and consistent with historical trends, Hydro Ottawa is

prudently budgeting for the reactive replacement of assets in critical or emergency condition.

This involves immediate repairs following equipment failure, planned repair in the event of an
imminent risk, or unplanned replacement of damaged assets caused by a third party.
Table 6 summarizes the utility’s proposed investments in renewing its infrastructure.
Table 6 - 2026-2030 System Renewal Expenditures ($°000 000s)
Historical/
Capital Program BY:;;’?: Test Years Variance

Stations & Buildings Infrastructure Renewal $31 $108 $76

OH Distribution Asset Renewal $43 $68 $25

UG Distribution Assets Renewal $63 $103 $40

Corrective Renewal $83 $67 $(16)

Metering Renewal $12 $86 $75

Total Capital Expenditures $232 $432 $199

Capital Contributions - - -

Net Capital Expenditures $232 $432 $199
5.1.3. System Service
The purpose of these infrastructure investments is to enhance reliability and capacity on the
grid, and ensure that the system continues to meet operational objectives while addressing
future customer needs, including in relation to electrification and grid resilience. Expenditures
include capacity upgrades that are intended to relieve constraints caused by load growth;
system and station enhancements that improve operating characteristics, add redundancy, and
strengthen resilience against severe weather events; NWS (such as battery storage) to support
peak demand in capacity constrained areas until upgrades are completed to alleviate
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constraints; and deployment of grid technologies that augment the operational and
communication capabilities of the system. With System Service encompassing many
investments that are responsive to major pressures and change drivers in Hydro Ottawa’s
business environment (e.g. electrification-related demand growth and climate change), it is

notable that this category represents the largest share of the utility’s capital plan for 2026-2030.

Over 70% of the proposed expenditures in this category are intended to boost station and
feeder capacity, whether through the construction of new infrastructure or upgrades to existing
assets and equipment. Foremost among these is the series of substation projects which
together represent a historic level of investment in the utility’s grid. Whereas Hydro Ottawa has
typically only averaged the development of one new station every few years, the utility is on
course to execute four greenfield station projects and three station upgrades during the
2026-2030 rate term. For half of these projects, the main driver is large load requests triggered
by customer electrification objectives. These projects, driven by immediate and near-term
needs, are aligned with the findings set forth in the study commissioned by Hydro Ottawa
examining the impact on the local grid associated with electrification projections through 2050,

which signalled a significant increase in peak demand under multiple scenarios.

In order to leverage the new capacity set to be introduced into the system through the new
stations, a dedicated program of distribution feeder integration is required. In addition to the
installation of new lines, transformers and other equipment, this will involve elimination of
undersized conductor sections in existing feeders. Together, these actions will help reduce the
risks of existing infrastructure becoming overloaded, new customer growth becoming restricted,

and Hydro Ottawa not being able to deliver on its service obligations.

Of note, new infrastructure is not the only tool being utilized to address capacity constraints.
Hydro Ottawa is proposing to add 24.5 MW of capacity through utility-owned storage solutions

and an additional 20-30 MW from Non-Wires Customer Solutions, which will help mitigate
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immediate capacity constraints, provide flexibility during peak demand periods, and benefit
customers interested in adopting DERs and participating in demand-side management
programs. On the utility side, the solutions will consist of four separate battery energy storage
systems (BESS) deployed in regions which are expected to exceed their ratings by the early
2030s as a result of electrification. These BESS resources will support local growth and
maintain reliability during contingency conditions. On the customer side, Hydro Ottawa has and
will continue to explore collaborating with the IESO to develop and implement a portfolio of
programs in targeted areas where there is overlap between local distribution system and bulk
system needs, building on province-wide incentive offers available within IESO’s Electricity
Demand-Side Management (eDSM) Framework, where applicable. These programs will be
monitored and considered for application in other parts of the utility’'s service territory. The
inclusion of NWS in the mix of plans to increase system capacity attests to Hydro Ottawa’s
commitment to adapting its planning and operations, and to leveraging the optimal means

available for delivering reliable, cost-effective service to customers.

Nested alongside investments focused on building additional capacity is a program portfolio
concentrated on targeted reliability enhancements for distribution infrastructure and stations.
These enhancements seek to ensure that the system is equipped to integrate new devices and
capabilities which can optimize operational efficiency, and to better withstand the effects of
severe weather. As it relates to the former, automated switches, fault circuit indicators, and
monitoring and control boxes will provide real-time data on system conditions, thus enabling
proactive maintenance and faster responses to disruptions. With respect to the latter, in light of
Hydro Ottawa’s first-hand experience with the rising frequency and intensity of severe weather
events, especially the 2022 Derecho which devastated large segments of the local network, the
utility is planning a series of actions to improve system resilience through strategic and phased
undergrounding of overhead lines, storm hardening of existing infrastructure, feeder
reconfiguration, and station egress undergrounding and line relocation. These actions have

been informed by customer feedback as well as an independent assessment of the resilience of
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the utility’s grid, accompanied by the identification of resilience investments with positive
business cases.?’ Mitigating the impacts of climate change is a fundamental imperative for
Hydro Ottawa, its customers and shareholder, and investments to address this challenge will be

prioritized accordingly.

The final basket of initiatives housed within the System Service category is aimed at fortifying
the cornerstones of Hydro Ottawa’s grid modernization strategy. During the 2021-2025 rate
period, the utility initiated the development of a comprehensive Advanced Distribution
Management System (ADMS), comprising a suite of operational features and tools which
elevate grid performance, efficiency and flexibility; optimize functions that automate outage
identification; and position the grid for expanded integration of DERs. ADMS is the backbone of
the utility’s grid modernization architecture and much of the next five years will focus on
enhancing this platform. Planned upgrades include the application of superior cyber security
protections; development of a centralized hub for both real-time and historical operational data,
with advanced analytics and reporting tools; and the adoption of a dedicated DER management
system, which will enable seamless integration of distributed generation, storage, EVs and other
resources. What’s more, any long-term transition towards a DSO model in the province will only

be made possible through the capabilities afforded by ADMS.

With two-way communication capabilities being an essential prerequisite for grid modernization,
a suite of targeted enhancements are likewise needed for the communications infrastructure
connecting grid-edge devices with central monitoring and control systems. Fiber optic coverage
will be expanded and upgraded, greater redundancy and resilience will be achieved through
deployment of wireless technologies, a centralized solution for managing intelligent grid devices
will be implemented, and new security protections will be adopted to mitigate threats to

mission-critical infrastructure.

2! Additional detail is available in Attachment 2-5-4(D) - Resilience Investment Business Case Report. Of note, Hydro
Ottawa’s approach to resilience investments aligns with the methodology referenced in the OEB’s Vulnerability
Assessment - Draft Report issued in December 2024 (EB-2024-0199).
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Outlined in the table below are Hydro Ottawa’s proposed investments in System Service

programs.
Table 7 - 2026-2030 System Service Expenditures ($°000 000s)
Historicall  Test Years  Variance
Capital Program Bridge Years
2021-2025 2026-2030

Capacity Upgrades $108 $347 $239

Stations Enhancements $3 $3 $0

Distribution Enhancements $28 $93 $65

Grid Technologies $21 $6 $(14)

Control and Optimization - $4 $4

Field Area Network $2 $21 $19

Total Capital

Expenditures $161 $473 $312

Capital Contributions - $(4) $(4)

Net Capital Expenditures $161 $469 $308
5.1.4. General Plant
Whereas the three capital categories discussed above relate to investments in Hydro Ottawa’s
distribution system, General Plant covers expenditures on physical assets that are not part of
the grid.?? These include facilities, land, fleet, information technology hardware and software,
and other rolling stock that is used to support essential business activities (including the
construction of distribution infrastructure). Spending in this category is focused largely on
ensuring employees have the appropriate tools to perform their work effectively and are able to
carry out their activities in a safe, secure environment. More broadly, however, many of these
22 The lone exception is the Connection Cost Recovery Agreement (CCRA) program, which covers Hydro Ottawa’s
contributions towards upgrades of the high-voltage transmission system which are necessary to ensure adequate
power supply to customers. In light of the significant number of station projects planned over the 2026-2030 period,
CCRA costs are set to increase more than 2.5 times the level experienced during the current rate term.
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investments hold the potential to unlock new value and efficiencies, and the failure or inability to
follow through on them will diminish the quality of outcomes expected by customers in relation
to service reliability, quality, convenience and personalization; outage detection and response;

data-driven decision-making; data privacy; and availability of new energy management tools.

Maintaining administrative and operational facilities in excellent condition has a direct impact on
employee safety and productivity, and is thus a key determinant of the utility’s ability to provide
high-quality customer service. Discrete modification and remediation work will be required at
specific facilities in order to optimize floor space to accommodate new employees, connect to
the municipal sewer system, and upgrade electrical service so as to enable the adoption of
equipment with higher energy efficiency and lower emissions. Similarly, safe and reliable
vehicles are essential to enabling Hydro Ottawa’s crews to perform an extensive range of
capital, maintenance, testing and inspection-related work. The historic levels of grid investment
planned for the next rate period will result in more crew members spending more time in the
field. Renewal and expansion of the utility’s vehicle fleet at a pace that mitigates the risk of

disruption to construction and maintenance activity is therefore a critical business imperative.

In addition, Hydro Ottawa is planning an array of investments in IT and OT systems and assets
which will help transform and adapt the utility’s operations and capabilities in the face of

significant shifts in its external business environment.

For applications at the customer interface, projects include the integration of an Al-powered
chatbot providing customers with 24/7 assistance for common inquiries (with seamless hand-off
to a live agent, when needed); improved features and functionality across core digital
engagement platforms and channels (e.g. online customer portal and outage map), including
the introduction of a disaggregation tool for electricity consumption and the corresponding
carbon footprint; and necessary upgrades to the utility’s customer information and billing

system.
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As for business-facing applications, there are several major initiatives contemplated. Foremost
is the strengthening of Hydro Ottawa’s cyber security technology stack, ensuring critical IT and
OT assets are regularly monitored and upgraded. The utility will also transition end-of-life
technology to a single, modernized data integration platform, simplifying and streamlining
integration across dozens of business applications and databases. Finally, implementation of a
dedicated software solution for Business Continuity Management (BCM) will support the
ongoing maturation of Hydro Ottawa’s BCM program, facilitate the consolidation of action
management across the organization, and better position the utility to efficiently activate and

execute BCM plans in the event of a major operational disruption or emergency.

Table 8 below summarizes Hydro Ottawa’s planned investments in General Plant programs.
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Table 8 - 2026-2030 General Plant Expenditures ($°000 000s)

Historical/ Test Years Variance
Capital Program Bridge Years

2021-2025 2026-2030
Connection Cost Recovery Agreement $17 $46 $29
Fleet Replacement $18 $41 $23
Tools Replacement $3 $5 $2
Buildings - Facilities §7 $7 $(1)
Grid Technology $2 $4 $2
Meter to Cash $4 $9 $5
Customer Engagement Platform $7 $3 $(5)
Enterprise Solutions $6 $1 $(4)
Infrastructure and Cybersecurity $11 $15 $4
Data and System Integrations $2 $3 $2
Total Capital Expenditures $76 $134 $57
Capital Contributions $(4) $(13) $(9)
Net Capital Expenditures $73 $121 $48

Operating expenditures are those that are required for the ongoing operations, maintenance
and management of a company’s infrastructure, assets and services. In the OEB-regulated
utility context, “OM&A” refers to the following:
e Operations: day-to-day activities required to deliver the utility’s core services or
products;
e Maintenance: preserving and ensuring the reliability of the utility’s physical assets
and infrastructure; and
e Administration: support for the utility's management and administrative functions.
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Hydro Ottawa’s responsibilities to manage a safe and reliable distribution system, ensure
employee and public safety, serve customers in a manner that is responsive to their needs and
preferences, and maintain compliance with a broad range of legislative and regulatory
requirements compel the utility to incur OM&A costs that are proportionate to the scope of its
service obligations. Table 9 outlines the annual OM&A expenditures that will be required during
the 2026-2030 rate term.

Table 9 - Annual OM&A Expenditures ($°000 000s)

$140.0 $147.3 $154.9 $162.9 $171.4

The foregoing costs are spread across 21 program categories that structure the myriad activities
which are part and parcel of keeping the lights on, maintaining infrastructure and assets in good
working order, meeting customer needs, and administering the essential functions of the

organization.?

Across a handful of core OM&A programs, a key cost driver and overarching imperative is
increased workforce capacity. Over the course of two successive five-year rate plans for Hydro
Ottawa, there has been no provision for expanded headcount. Looking ahead to the 2026-2030
rate term (and beyond), this is no longer a tenable proposition, in light of the historic levels of
investment required in the grid as well as the growing challenges in the utility’s business

environment.

A two-fold multiplication of its capital investment portfolio means that Hydro Ottawa needs a

larger complement of staff resources to plan, design, and execute system construction and

2 Additional details regarding specific OM&A program costs are available in Schedule 4-1-2 - Operations,
Maintenance and Administration Program Costs.
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maintenance projects. Similarly, the shift towards electrification and DERs is yielding
increasingly complex customer requests and inquiries, thereby placing heightened demands on
engineering and customer service and support groups, as well as on back-end functions tasked
with ensuring compliance with regulatory codes and accounting requirements. In addition, the
accelerating digitization of informational and operational systems is giving rise to the need for
greater internal capacity and competencies when it comes to specialized skills in cyber security
protection, data analytics and integration, solutions architecture, artificial intelligence and DER

platforms.

In view of these pressures and trends, Hydro Ottawa cannot afford to take a just-in-time
approach to human capital management. Whether the task at hand is maintaining infrastructure,
designing a more electrified and decentralized grid, balancing supply and demand using
sophisticated digital tools, or advising customers on energy optimization, the average employee
needs years of training, learning and development to cultivate the requisite knowledge and
experience. The scale of activity which the utility must undertake in the years ahead therefore
means that a wide reach and urgent pace to investing in human resources must be front and
centre in its plans. Moreover, a unique confluence of factors during the current rate term —
including an expanding scope and volume of capital and maintenance work, severe weather
events, and a labour disruption, to name only a few examples — compelled the utility to begin

adding new headcount prior to its scheduled rebasing in 2026.

In short, workforce levels and skill sets need to align with the realities of an increasingly
electrified, decarbonized and digitized future, in which customer expectations for reliable service
and minimal outages will be magnified, and which warrant advanced engineering and
technological capabilities. Accordingly, Hydro Ottawa’s workforce plans for the 2024-2030

period contemplate a 29% increase, relative to OEB-Approved levels for 2021.2*

2 Additional information regarding Hydro Ottawa’s workforce needs and the rationale for increased headcount levels
are available in Schedule 4-1-3 - Workforce Staffing and Compensation, Attachment 4-1-3(B) - Workforce Planning
Strategy, and Attachment 4-1-3(C) - Workforce Growth.
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5.21. Key Priorities — Operations

5.2.1.1. Reliable and modernized grid operations

In many ways, Hydro Ottawa’s value proposition begins and ends with providing reliable service.
The utility’s System Operations program is focused on the real-time management, monitoring
and control of the distribution grid, ensuring that supply balances with demand and system

performance is optimized.

For the 2026-2030 period, a major focus will be deployment and implementation of the
enhanced operational technology, tools and platforms included in Hydro Ottawa’s Grid
Modernization roadmap. These innovations will equip control room operators to more effectively
direct outage emergency response, and will minimize downtime through automation of feeder
fault location. In addition, they will be essential to enabling System Operations to manage the
shifting consumption and demand patterns associated with increased electrification and
penetration of DERs, and to maximizing the benefits of electrified devices and distributed forms
of energy. The integration of advanced metering infrastructure will likewise be a priority, with
system planning and operations set to benefit significantly from enriched load analysis and
forecasting. Ongoing testing, training, change management and knowledge sharing across all of
the personnel managing these operational interfaces will be crucial to success during the
upcoming five-year rate term, and to the prospects of transitioning to a DSO model over the

long term (subject to policy and market developments at the provincial level).

5.2.1.2. Customer service excellence and energy transition support

Hydro Ottawa’s business operations are anchored in the core imperative to generate value for
customers. Across multiple customer-focused operational programs, and consistent with its
formal Customer Strategy, the utility will seek to enhance customer service and elevate the

customer experience over the course of 2026-2030.
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The Customer and Community Relations program is responsible for providing customer contact
and communications services, fostering a best-in-class customer experience, and cultivating
customer relationships (especially Key Accounts). Its high-level priorities involve empowering
customers through expanded self-serve options and new digital solutions for monitoring and
managing energy use; achieving greater personalization, choice and convenience in customer
services and interactions; centralizing and streamlining customer data points; and developing
and implementing tailored service, product and program offerings for customers, ensuring an
end-to-end customer experience. The next phases of Hydro Ottawa’s CRM platform, integration
of an Al-powered chatbot, new functionality for the online customer account portal (and its
expansion to commercial customers), improved website features, and the roll-out of energy and

carbon management tools will be key initiatives in this regard.

Moreover, supporting customer objectives vis-a-vis the energy transition will remain a focal point
of activity throughout the upcoming rate period. Hydro Ottawa is planning for the launch and
delivery of additional energy efficiency, decarbonization and DER programs, and will strengthen
its position as a trusted partner in the administration of federal clean energy funding through its
signature Ottawa Retrofit Accelerator, which is assisting building owners with deep energy
retrofits. The utility’s Customer Billing program will also have a role to play in this effort, through
the introduction of tailored billing options for customers with DERs and the piloting of innovative

pricing models.

5.2.2. Key Priorities — Maintenance

5.2.2.1. Planning and execution of system capital and maintenance work

As noted above, an unprecedented capital investment program is looming on the 2026-2030
horizon. Alongside of it sits an expansive portfolio of testing, inspection and maintenance work
for infrastructure and assets with varying degrees of wear and tear and failure risk. The planning

demands and execution burden associated with these needs are exceptional, and much of
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Hydro Ottawa’s success during the upcoming rate term will be determined by the utility’s ability

to satisfy them.

Several operational programs will shoulder responsibilities for the on-time, on-budget delivery of
this work. Engineering and Design provides high-level coordination for planning infrastructure
expansion and upgrades, connecting new customers, forecasting long-term needs, prioritizing
investments, scheduling work, and managing external contractors. A key area of focus will be
ensuring efficiencies in project management through the implementation of a new model for
project delivery, which was kickstarted during the current rate term. With respect to
maintenance, multiple individual program areas are accountable for discrete aspects of activity
— i.e. planned, reactive, stations, metering, and routine and low-cost tasks. Noteworthy
expenditures will include those associated with decommissioning legacy 4 kV stations, the use
of advanced data analytics for asset management and anomaly detection, the operation of NWS
owned by third-parties, and the implementation of a drone inspection program for overhead
infrastructure. Moreover, the increased expenditures proposed in testing, inspection and
maintenance activity will help contain cost increases in capital renewal by informing more

risk-based investment decisions.

5.2.2.2. Tree trimming

Notwithstanding the achievement of steady reductions in tree-related outages in recent years,
tree contact consistently ranks as one of the leading causes of power outages in Hydro Ottawa’s
service territory. The implementation of a dedicated vegetation management program therefore
remains an essential component of the utility’s approach to preventative maintenance, as well
as to the mitigation of hazards and risks for worker and public safety. The scope of the program
covers upwards of 40,000 trees on an annual basis and encompasses regular cycle trimming to
maintain clearance standards, the removal of specific trees identified as hazards or requested
by customers, and emergency action in response to storms or imminent safety threats. For the

2026-2030 period, Hydro Ottawa will execute a comprehensive trim cycle, which balances the
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needs of the electrical system with support for the health and longevity of the local tree canopy.
The program will be strengthened through the fulsome integration of a satellite imaging solution,
recently piloted by the utility, which yields greater precision in identifying hazards and assessing

risks, and enables superior flexibility in supplementing planned cycles with targeted trimming.

5.2.2.3. Non-distribution asset maintenance and optimization

Maintaining the integrity and condition of non-distribution assets is essential to employee safety
and productivity, and to the efficient operations of the business. In addition to its fundamental
responsibilities for the maintenance and management of Hydro Ottawa’s administrative and
operations centres, the Facilities program will be tasked with re-configuring and optimizing floor
space in specific buildings in order to accommodate the planned addition of new staff. For fleet
maintenance, costs and accountability rest with the Distribution Support program, which will be
tasked with minimizing fuel expenditures, optimizing usage and asset lifecycle costs, and
integrating a growing number of electric and hybrid vehicle models. Finally, with all employees
relying on some type of IT hardware and software to perform their work, the Information
Management and Technology program must ensure the reliability and availability of critical IT

systems and infrastructure, and regularly test its back-up redundancy and recovery plans.

5.2.3. Key Priorities — Administration

5.2.3.1. Employee and public safety

Ensuring employee and public safety is the top priority for Hydro Ottawa when carrying out its
business activity and operations. Looking ahead to the 2026-2030 period, the utility anticipates
a need for heightened vigilance and innovative approaches with respect to employee safety, on
account of a unique confluence of factors and pressures: hiring and onboarding a large
complement of new employees; workforce demographics signaling a lower average employee
age and length of service; the workload associated with a record-high capital investment
program; shifts in infrastructure design, commissioning, use, operation and maintenance

induced by increased electrification; and the prospects of sustained severe weather patterns. In
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addition, with Hydro Ottawa closing out a five-year rate term in which the utility experienced a
succession of highly disruptive events, a key priority area remains preserving its sharpened
posture around business continuity, effectively implementing lessons learned, and enhancing
overall organizational resilience. The Safety, Environment and Business Continuity program will
bear primary responsibility for these efforts, and will likewise coordinate with the Customer and
Community Relations program in the development and roll-out of public safety education and

awareness campaigns.

5.2.3.2. Digital transformation

The Information Management and Technology program encompasses all activities and costs
related to IT and OT services within Hydro Ottawa. Over the next five years, this program will
focus on the efficient delivery and implementation of new solutions which will further accelerate
the digital transformation of the utility’s operations, yield value-added services to customers and
increase productivity. Signature initiatives are planned across all aspects of Hydro Ottawa’s
business activity, from grid operations to asset management to back-end administrative
functions. Alongside these multi-year projects, there will be a sustained focus on the prudent
management of the ongoing transition to, and growing reliance on, cloud-based solutions and
the implications for storage, data management, maintenance and related services which they

present.?®

5.2.3.3. Cyber security protections

In light of the trend towards greater digitization and the increasingly complex and hostile threat
landscape which accompanies it, Hydro Ottawa has robust plans in place for the protection of
critical infrastructure, assets and systems; the mitigation of cyber-related risks; the safeguarding
of customer data; and the continuity and recovery of operations in the event of a major cyber

disruption. The utility’s DSP contemplates a series of enhancements to cyber security controls

% A more detailed examination of Hydro Ottawa’s investments in cloud-based solutions is available in Attachment
4-1-1(A) - Transition to Cloud Computing.
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and protections across its IT and OT ecosystem. Timely and effective implementation of these
measures is a critical operational imperative. Moreover, Hydro Ottawa will be proactive and
diligent in the maturation of its cyber security program, pursuing continuous improvement across
core components such as employee awareness and training, table-top exercises, external

partnerships, incident management and response, and governance.

5.2.3.4. Proactive legal and regulatory compliance

Hydro Ottawa carries out its business operations in accordance with a multiplicity of statutory
and regulatory requirements, which place particular emphasis on employee and public safety,
the reliability of distribution infrastructure, just and reasonable rates for customers, and integrity
in recordkeeping, auditing and reporting. Responsibility for diligent compliance with all of the

requirements to which the utility is subject is diffused across several program areas.

For example, Regulatory Affairs ensures that the utility fulfills its core sector-specific obligations
under the various rules, regulations, and codes of the OEB, IESO, and Ministry of Energy and
Mines. The Legal Services and Governance group (housed within the Corporate Costs
program) manages overall corporate compliance. The Finance program oversees financial
reporting and the application of accounting standards. Compliance with the provincial
Employment Standards Act is coordinated by Human Resources & Training, while the Safety,
Environment and Business Continuity program is accountable for ensuring adherence to health,

safety and environmental obligations.

Over the 2026-2030 rate term, each of these groups will proactively manage any shifts in the
legal and regulatory environment and will help sustain Hydro Ottawa’s commitment to

compliance excellence.
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5.2.3.5. Procurement and supply chain management

With the next five-year rate period set to feature a historic level of distribution investment, as
well as expansive maintenance activity, the timely and cost-effective procurement of necessary
materials and services will assume critical importance. Moreover, the instability experienced in
global supply chains in recent years, as a result of such factors as geopolitical conflicts and the
COVID-19 pandemic, has underscored the need for proactive risk and inventory management.
In the face of these pressures, and by leveraging digital tools and data analytics, the utility’s
Supply Chain program will focus on improving demand forecasting and inventory optimization,
so as to ensure the timely availability of materials while minimizing carrying costs. The program
will also emphasize strengthening vendor relationships by fostering partnerships with ethical,
high-performing suppliers, enabling Hydro Ottawa to secure competitive pricing and reliable
delivery of goods and services. Finally, the program will support the utility’'s broader
sustainability objectives by strengthening green procurement practices and facilitating the

transition to more sustainable materials and services.

6. PERFORMANCE REPORTING

Hydro Ottawa is committing to a robust performance measurement and reporting framework for
the upcoming five-year rate period, which expands and builds upon the success of the one that
was in place for 2021-2025. The cornerstone of this framework is the set of measures
comprising the utility’s 2026-2030 Custom Performance Scorecard. These measures have been
selected based upon a variety of factors and criteria, including responsiveness to customer
preferences, alignment with core RRF and corporate strategic objectives, and correlation to key
capital and OM&A investments. What's more, the utility has intentionally incorporated numerous
measures that are focused on tracking its performance in relation to evolving change drivers in
its business environment, including DERSs, electrification, cyber security and emissions

reduction.

The proposed Custom Performance Scorecard is presented in Table 10 below.
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Table 10 - 2026-2030 Custom Performance Scorecard
OEE Reporting Hydro Ottawa Custom Measures Target
ategory
Contact Centre Satisfaction — Transactional Feedback 85%
S(;ltjiz:‘gg:gn Percentage of Online Billing Accounts 80%
Customer Participation in Non-Wires Solutions Monitor
All Injury Frequency Rate Reduce
Lost Workday Severity Rate Reduce
Percentage of Distribution Assets in Poor/Very Poor Condition| Monitor
Percentage of Distribution Assets Reaching End of Life <65%
Feeders Experiencing Multiple Sustained Interruptions <10
Worst Performing Feeders <6
Station Load Index (4 or 5) 0
Incremental System Capacity 577 MVA
Distributed Energy Resource Capacity Monitor
C}ﬁ):;dsigg::ty Cyber Security Program Health Green
Productive Time Maintain
Cost Control Labour Allocation Maintain
OM&A per Customer Monitor
Scope 1 Greenhouse Gas Emissions Reduce
Scope 2 Greenhouse Gas Emissions Monitor
Annual Oil Spills & Costs of Remediation Reduce
Non-Hazardous Waste Diversion Rate Maintain
Percentage of Green Suppliers Maintain
F,i;'eat?gsal Bad Debt as a Percentage of Total Electricity Revenue Monitor

Performance
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This proposed reporting regime is intended to equip the OEB, customers, and other
stakeholders with the ability to better monitor and understand diverse aspects of Hydro Ottawa’s
performance, and to demonstrate the utility’s accountability in transparently communicating the

outcomes achieved under its performance management framework.

7. PRODUCTIVITY, INNOVATION & CONTINUOUS IMPROVEMENT

Responsibly controlling costs, focusing on cost-effective delivery of outcomes that matter to
customers and exploring innovative alternatives to traditional solutions remain core priorities for
Hydro Ottawa. Amidst the unique confluence of demands, pressures and constraints on its
operations, the utility is placing increased emphasis on incorporating productivity and
continuous improvement gains, as well as leveraging emerging technologies and innovative

tools, so as to offset increasing expenditures and boost organizational capacity.

In accordance with internal guidelines for the preparation of plans and budgets for the
2026-2030 period, each administrative division within the utility was required to demonstrate
productivity savings in a quantitative and/or qualitative fashion, and to identify initiatives
dedicated to continuous improvement. Similarly, in formulating its OM&A expenditures, Hydro
Ottawa applied a custom escalation factor to contain upward pressure on operational spending
and embed productivity expectations throughout the upcoming rate period.?® Together, these
guardrails provide assurance that productivity and cost control objectives were firmly integrated

into the utility’s business planning process.

Moreover, Hydro Ottawa is set to enter into its next five-year rate term riding on the momentum
of the augmentation of its productivity and continuous improvement efforts during the 2021-2025
period. From strategically restructuring its distribution construction and maintenance groups, to
revamping its project management practices and delivery model for distribution design, to

leveraging satellite imaging for vegetation management, to automating the labour-intensive

% please see Schedule 1-3-1 - Rate Setting Framework for more information.
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billing process for net metered customers — the utility achieved numerous milestones in its
ongoing pursuit of operational excellence. These initiatives will continue to yield considerable

savings in the years ahead and therefore ought to be viewed in tandem with new activity that is

contemplated as part of this Business Plan.?’

Whether through harnessing the potential of new technologies and solutions to better serve
customers, elevating standards of business performance, or rationalizing and re-purposing
resources, Hydro Ottawa will continue strengthening its culture of productivity, innovation and
continuous improvement over the course of 2026 to 2030. Highlights of planned initiatives
include the following:

e Refinement of the utility’s recent adoption of condition-based and data-driven
distribution asset management and maintenance strategies, through such steps as
increased asset data collection and the expanded deployment of advanced
diagnostics and predictive analytics, which will optimize asset lifecycle management
and contain costs;

e Replacement of end-of-life meters with next-generation metering infrastructure,
accompanied by advanced grid-edge devices, that will improve grid visibility,
expedite outage restoration, and equip customers with data-driven insights and tools
for greater control over energy usage;

e Alleviation of capacity constraints, reduction of peak demand and empowering of
customers through the implementation of various NWS, including battery storage and
demand-side management programs;

e Implementation of an Enterprise Asset Management solution, providing Hydro
Ottawa with a centralized repository of asset lifecycle information by which

? A more detailed overview of relevant Hydro Ottawa initiatives and accomplishments in this regard is available in
Schedule 1-3-4 - Facilitating Innovation and Continuous Improvement.
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maintenance work can be prioritized on the basis of actual asset condition and which
will automate work management processes;

e Launch of a drone inspection program, which will gather more granular data on
overhead distribution assets, enabling targeted maintenance and improved asset
health assessments;

e |Introduction of advanced diagnostic testing for station transformers to measure
moisture content with more precision and thereby safeguard transformer health and
longevity more effectively;

e Deployment of a unified CRM platform, enabling a 360-degree view of each
customer;

e Roll-out of additional energy management tools (including for disaggregation of
electricity consumption), providing customers with more detailed insights on their
energy use and costs;

e Integration of generative Al across existing business systems and platforms, to boost
productivity, automate processes and enrich data analysis;

e Expansion of the utility’s fleet pooling program, allowing more effective and extensive
sharing of corporate vehicles by field crews and administrative staff through
enhanced coordination of availability and usage, which will optimize vehicle
utilization and reduce the need for the acquisition of over 20 new vehicles; and

e Delivery of the Ottawa Retrofit Accelerator program, through which federal funding is
administered to local building owners to support deep energy retrofits, and lower

both operating costs and building emissions.

The preparation of this Business Plan was supported by year-over-year comparisons of Hydro
Ottawa’s costs and outcomes, along with evaluations of the utility’s performance against its
peers. Tracking and analysis of trends in the achievement of system reliability, customer value

and financial strength outcomes have informed the scope and substance of particular capital
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and OM&A programs. Similarly, the benchmarking of Hydro Ottawa’s expenditures and
performance relative to samples of utilities across Ontario, North America and select

jurisdictions abroad has yielded valuable insights into areas in which the utility performs well

and those in which there is room for improvement.? These findings have been internalized and
incorporated into specific work programs, and will serve as important baselines and points of
reference against which to measure the utility’s progress.
As the implementation of Hydro Ottawa’s capital and operational plans unfolds over the
2026-2030 period, the use of internal and external benchmarking will remain a vital tool for
monitoring and measuring performance. The utility anticipates undertaking additional
benchmarking analysis during the rate term, as a means of supporting its broader performance
management and business planning framework, as well as its system and asset management
planning processes.
8. REVENUE REQUIREMENT & BILL IMPACTS
The Revenue Requirement and Bill Impacts associated with Hydro Ottawa’s proposed
2026-2030 capital and operational plans are summarized in the tables below.
8 Additional information is available in Schedule 1-3-3 - Benchmarking.
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1 Table 11 - Revenue Sufficiency/Deficiency ($’000s)
2026 2027 2028 2029 2030
Return on Rate Base $91,549 $101,661 $113,928 $123,382 $130,196
Distribution Expenses (not including
amortization) $140,010 $147,263 $154,891 $162,914 $171,353
Amortization $67,205 $75,392 $82,256 $88,364 $94,410
Payment in Lieu of Taxes $6,638 $6,528 $12,204 $12,671 $15,432
Other Expenses $4,590 $4,596 $0 $0 $0
Service Revenue Requirement $309,993 $335,440 $363,279 $387,331 $411,392
Less Revenue Offsets $11,018 $10,697 $10,859 $11,123 $11,460
Revenue Requirement from Rates $298,975 $324,743 $352,420 $376,208 $399,932
Forecasted Load at Prior Year Rates $249,050 $300,938 $327,932 $355,874 $379,297
Yearly Revenue Deficiency $(49,926) $(23,804) $(24,488) $(20,334) $(20,636)
Cumulative Revenue Deficiency $(49,926) $(73,730) $(98,218)| $(118,552)| $(139,187)
2
3 Table 12 - Distribution Bill Impacts by Customer Class

Year-over-Year Distribution % Change

Rate Class 2026 2027 2028 2029 Average
Residential 17.62% 9.34% 7.46% 5.70% 5.44% 9.11%
GS <50 kW 16.96% 8.38% 6.89% 5.69% 4.71% 8.52%
GS > 5010 1,499
kw 22.46% 9.64% 7.16% 5.72% 5.45% 10.09%
GS > 1,500 to
4,999 kW 11.17% 14.16% 7.57% 5.80% 4.78% 8.70%
Large Use 12.60% 17.33% 9.32% 6.22% 8.17% 10.73%
Street Lighting 5.89% -25.52% 4.57% 2.12% 0.94% -2.40%
Sentinel Lighting 8.51% 9.97% 7.45% 5.73% 5.43% 7.42%
Unmetered
Scattered Load 12.27% 10.46% 6.92% 5.78% 4.64% 8.01%
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To: Executive Management Team (EMT) and Directors

Date: January 5, 2024

Subject: 2024-2030 Priorities and Budget Guidelines

Purpose:

The purpose of this memorandum is to formalize the guidelines to be used in preparation of the Hydro
Ottawa Limited (Hydro Ottawa or HOL) 2024 to 2030 Priorities and Budgets. As you are aware, the
labour disruption in 2023 has impacted and compressed the timelines for both the normal annual
budgeting process and the 2026-2030 Rate Application. Recognizing that each division has been
advancing their plans to the best of their ability, the issuance of this memorandum is to ensure clarity
around guidelines and timelines. The Hydro Ottawa Board of Directors also recently authorized a deferral
of the HOL 2024 Budget approval to April 2024.

Overview:

Hydro Ottawa will file its 2026-2030 Rate Application in Q1 2025 in order to have new distribution rates
effective January 1, 2026. The key considerations include:

e The type of application will be either a five year Custom Incentive Regulation (CIR) or a Price
Cap Incentive Rate-setting (Price Cap IR) which is a one year Cost of Service (COS) rebase,
followed by four years of inflation, minus stretch factor. Regardless of the rate setting option
chosen, full budgetary data will be required for the 2024-2030 period.

e The filing will include the 2024 and 2025 Budgets (referred to as the Bridge years) and Budgets
for the 2026 to 2030 period (referred to as the Test years).

e Consistent with a normal budget year, the information submitted by each business unit for the
2024 to 2030 period will need to be at a detailed level.

e Each of the business unit plans will need to outline the major projects and programs being
undertaken and their tie to the company’s strategic direction with particular focus on the alignment
with our customers’ preferences, productivity, continuous improvement and cost control. There

Hydre Ottawa Limited 271 Hunt Club Road / chemin Hunt Club hydroottawa.com
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e The Budgets for 2026 to 2030 will be entered into the financial system at the detailed Business
Unit (BU) level.

e Capex and Capital Additions will be aligned with the actual 2023 ending balances. For projects
continuing in 2024 and beyond, please ensure the budgeting aligns with the 2023 ending balances.

Key Milestones:

The following timelines support the customer engagement aspect of the rate application:

2024-2025 Bridge Years
e Compensation Assumptions and Position budget are due January 22, 2024. (See “Compensation &
Position Budgeting” below for more information)
e 2024 and 2025 OM&A budgets are due by January 26, 2024
e 2024 & 2025 CAPEX budgets are due by February 2, 2024
e Full budget to be finalized March 31, 2024 for HOL Board of Directors approval on April 23,
2024

2026 Test Year Budget
e Compensation Assumptions and Position budget are due February 22, 2024
e 2026 OPEX and CAPEX budget are due May 24, 2024
e Approval from Rate Application Steering Committee in June 2024

2027-2030 Test Year Budget
e Compensation Assumptions and Position budget are due March 22, 2024
e 2027 to 2030 OPEX and CAPEX budgets are due June 14, 2024
e Approval from Rate Application Steering Committee in July / August 2024

Other Critical Milestones
e The first draft of the Distribution System Plan (DSP) write-up is due June 1, 2024
e Development (writing) of evidence should commence now
e The Regulatory Affairs Group will release the detailed schedule of due dates on evidence writing
under separate cover
e Preliminary revenue requirement and rate impacts for 2026 are due in June 2024 and for
2027-2030 in July / August 2024

Hydre Ottawa Limited 271 Hunt Club Road / chemin Hunt Club hydroottawa.com
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e (Customer Survey on Hydro Ottawa’s plan will begin in early September 2024, with any necessary
adjustment to plans due by November 2024

Alignment of Spending to Company Priorities

All spending must align to our enterprise strategic objectives and outcomes as per the strategic plan It
should also be noted that Hydro Ottawa’s objectives and key areas of focus must align to the Ontario
Energy Board’s (OEB) policy and direction.

Capital

Capital investments should provide for customer growth and the replacement of aging infrastructure to
maintain plant reliability as per the needs analysis documented in the Asset Management Plan and
Distribution System Plan.

Capital investment key considerations include but are not restricted to the following:

Affordability;

Reliability and storm-hardening;

Electrification;

Climate change and net-zero;

Efficiency;

Technological changes (including non-wires alternatives);

Connection of renewable energy generation (distributed energy resources);

Smart grid investments;

Customers’ preferences and expectations;

Coordination of infrastructure planning with customers, the transmitter, other distributors, and the
Independent Electric System Operator (IESO) or other third parties where appropriate.

For any capital projects exceeding $1,000,000, the first draft of the Material Investment Plan
documentation must also be completed by June 1, 2024.

Technology

Divisions are responsible for liaising with the CITO Division (IT) through their IT Prime Contacts to
communicate and coordinate technology requirements to ensure alignment with company priorities. For
any new technology project greater than $1,000,000, the Material Investment Plan documentation must be
completed — this is a joint responsibility between the Division requesting the IT Project and the IT Prime
Contact. The first draft of the Material Investment Plan is due by June 1, 2024. IT will consolidate all
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requests from each Division and will prioritize and recommend which projects are to move forward for
Rate Application Steering Committee approval prior to inclusion in the budgets.

Compensation & Position Budgeting

Compensation and benefit estimates will be provided by the Chief Human Resources Officer (CHRO)
Division and will be based on the renewed collective agreement and anticipated increases beyond the
existing term.

With support from the Director, Corporate Planning, Risk, Advisory Services and Head, Internal Audit,
CHRO will be conducting divisional, and in some cases cross divisional, organizational capacity and
design conversations and workshops with a focus on workforce capacity building. These conversations
and workshops will centre around the skills and positions needed to support both current projects and
initiatives as well as those planned for the next rate application period. The output of these sessions will
drive additional position requirements and form the basis of our workforce plan.

It will be critical for each Division/Group to be prepared for these sessions by understanding their current
and future work plans to a degree that will support a discussion of the required skills and positions to
support the implementation and maintenance of these plans.

Non-Compensation OM&A

Hydro Ottawa’s OM&A plans should include costs that are incurred to continue providing a safe, reliable
and efficient electricity distribution system and support the Distribution System Plan, along with meeting
legislative and regulatory compliance requirements. The key investment considerations noted under the
Capital section above are also considerations for OM&A plans, along with other considerations such as
cloud computing, cybersecurity, and other external drivers like insurance premiums. Existing OM&A
funding should also be reviewed for savings.

All new or expansion of existing funding must be supported and approved by each respective EMT and
ultimately the Rate Application Steering Committee with approval of the overall budgets.

Productivity. Continuous Improvement and Cost Control

Productivity, continuous improvement and cost effectiveness remain a key corporate priority across each
area: capital, technology, compensation and other OM&A. Each program area should consider a focus on
cost effective delivery of outcomes that matter to customers, with appropriate pacing and prioritization to
control costs and manage risks.
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Inflation is a significant concern and planning challenge for Hydro Ottawa in the current environment.
Corporate Finance will assist in applying forecast inflation out to 2030. In the absence of long term
contracts or specific inflationary expectations, please budget in constant dollars using 2024 as the base
year. Secondly, ensure that each budget is in a sufficient amount of detail to allow for appropriate
application of corporate inflation rates by grouping by appropriate cost driver - labour, materials, etc. For
longer term contracts with pricing for 2025 and beyond, please advise your management accountant of the
negotiated inflation factor from the contract. Similarly for equipment, materials, technology, or services
for which standard inflation will not suffice, please advise your management accountant of these
circumstances and the inflation factor deemed appropriate for the situation.

Thank you.

=

Geoff Simpson
Chief Financial Officer

cc: Rate Application Working Group
Management Accountants '
HR Partners '
IT Prime Contacts '

! Refer to HydroBuzz under Key Contacts for the most up to date divisional partner lists

Hydre Ottawa Limited 271 Hunt Club Road / chemin Hunt Club hydroottawa.com
Hydro Ottawa limitée PO Box 8700/ C.R. 8700 w f in @ @
Ottawa, Ontario KIG 354 -



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2026-2030 Custom IR

L~ EB-2024-0115
/‘ H_Vdro Exhibit 1

Tab 2
Schedule 4
ORIGINAL
Page 1 of 9

IMPACTS OF COVID-19 PANDEMIC

1. INTRODUCTION

This Schedule summarizes the impacts of the global COVID-19 pandemic on Hydro Ottawa,
consistent with section 2.1.10 of the Chapter 2 Filing Requirements for Electricity Distribution Rate
Applications - 2025 Edition for 2026 Rate Applications, dated December 9, 2024. The first part of
this Schedule examines the impacts experienced by the utility during the 2021-2025 rate term, while
the second part addresses how and whether any lingering effects from the pandemic have impacted

Hydro Ottawa’s forecasts and plans for the 2026-2030 period.

2. COVID-19 IMPACTS DURING THE 2021-2025 RATE TERM

On March 17, 2020, the Government of Ontario declared a state of emergency to protect public
health and safety in light of the accelerating transmission of COVID-19. Over the next two years, the
provincial government took numerous steps and directed numerous actions aimed at safeguarding
public health, limiting the spread of the virus, supporting the continuity of critical services, and
providing financial and cost relief to businesses and residents of Ontario. April 27, 2022 marked the
date in which all emergency orders under the Reopening Ontario (A Flexible Response to
COVID-19) Act, 2020 were revoked.'

Like all businesses in Ontario, Hydro Ottawa was significantly impacted by COVID-19 and the
restrictions put in place by all levels of government to mitigate the public health emergency. The
sections below provide a high-level summary of these impacts and, where appropriate, indicate to
what extent they were largely confined to the period of the pandemic itself or endured over the

course of the months and years which followed.

" Government of Ontario, “Report on Amendments, Extensions, and Revocations of Orders under the Reopening Ontario
(A FIeX|bIe Response to COVID-19) Act, 2020 from December 2, 2021, to March 28, 2022,
/

Overview Impacts of COVID-19 Pandemic
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Throughout the pandemic, ensuring employee health and safety was a top priority for Hydro

Ottawa, with the utility proactively implementing numerous protocols to protect its workforce.

Nearly two months before COVID-19 was declared a public health emergency in Ontario, Hydro
Ottawa formally activated its pandemic plan. Subsequent to the province’s declaration on March 17,
2020, the utility pivoted seamlessly to a remote work environment for office-based employees. For
field crews and other employees whose responsibilities precluded work from home, enhanced
safety measures were implemented, alongside modified work schedules and environments (e.g.
personal protective equipment (PPE) issuance; staggered start/end times; daily COVID-19
self-assessments prior to reporting to work; division of System Office staff into two separate groups
assigned to either the primary location or a back-up location). From the outset of the pandemic,
Hydro Ottawa’s actions were guided by the recommendations of public health authorities,
governments and industry regulators, including for purposes of return-to-work plans which were
instituted (as public health conditions allowed) at different junctures over the course of late 2020,
2021 and 2022, and which involved employees rotating between the workplace and home. When
COVID-19 vaccination became available in early 2021, Hydro Ottawa undertook an education and

awareness campaign encouraging employees to receive the vaccine.

Hydro Ottawa successfully migrated to remote working during the early days of the pandemic, as
the utility was well-positioned to implement the changeover, having already phased-out desktop
computers in favour of laptops, and begun the transition to cloud-based collaboration tools and
information management systems. While this groundwork was in place, certain modules such as
Google Meet were fast tracked because of the pandemic. Upon receiving instructions to work from
home, employees were able to carry out all work activities and continue operating core business

systems with no interruption in service delivery.

Overview Impacts of COVID-19 Pandemic
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As the pandemic progressed, employees demonstrated their ability to continuously adapt to
constraints and uncertainty in the external environment, and to embrace new solutions for
performing their work. For example, Hydro Ottawa became one of the first major utilities in Ontario
to defend its rebasing application through a virtual adjudicative proceeding (EB-2019-0261). The
utility submitted its application on February 10, 2020, expecting the customary in-person process;
however, it was required to shift its approach following the province’s emergency declaration and
engage in Technical Conference and Settlement Conference discussions in a virtual format. The
constructive engagement between Hydro Ottawa, intervenors and OEB staff in the proceeding

helped inform the OEB’s broader approach to conducting virtual hearings.?

Subsequent to the pandemic, and in step with economy-wide trends, Hydro Ottawa implemented a
structured hybrid work program for employees, so as to provide flexibility and remain competitive in

a tightening labour market.

With respect to workforce impacts, the utility experienced higher than normal attrition rates due to
resignations and retirements during and following the pandemic. Key drivers underlying these
trends included a more fluid and dynamic labour market, as well as an uptick in employees opting
for early retirement in response to the unprecedented challenges associated with the pandemic and
other disruptive events such as the May 2022 Derecho and the 84-day strike in 2023. As part of its
ongoing, proactive approach to workforce planning, Hydro Ottawa has been addressing these and
other pressures through targeted recruitment, retention, training and development strategies. For

more information please see Attachment 4-1-3(B) - Workforce Planning Strategy.

20n June 17, 2020, the OEB issued a letter to all registered stakeholders seeking input on virtual hearings. (Available:
https://www.oeb.ca/sites/default/files/OEBItr-Seeking-Feedback-Virtual-Hearing-20200617.pdf). The first day of the
Technical Conference in Hydro Ottawa’s rebasing application proceeding was held less than one month later (July 15,
2020) in a virtual format.

Overview Impacts of COVID-19 Pandemic
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Alongside employee safety, Hydro Ottawa focused on serving and supporting customers through
the pandemic. Within a week of the province’s emergency declaration in March 2020, the utility had
collaborated effectively with an external service provider to deploy a cloud-based customer-contact
solution that ensured service continuity in a work-from-home environment. Similarly, in light of the
shifts in customer demand related to working and learning from home, planned power interruptions
were limited to critical needs only, with non-essential work deferred. Hydro Ottawa likewise
introduced a program which proved to be popular, in which portable battery packs were loaned to
customers affected by planned outages, allowing them to continue using small electronic devices
for the duration of the outage. In addition, as described in Schedule 1-4-1 - Customer Engagement
Ongoing, Hydro Ottawa transitioned to virtual open houses in 2020, offering increased accessibility
through multiple time slots. In 2023, a hybrid approach was adopted and continues to be used,
providing both virtual and in-person options for customer participation. This flexible format ensures

ongoing effective communication and engagement with customers.

Considerable effort was also spent on ensuring relief for customers experiencing financial hardship
as a result of the pandemic. In this regard, the utility offered flexible payment plans for these
customers, implemented Ontario’s rate plan emergency electricity rate relief, extended the OEB
mandated disconnection ban to all customers and collaborated with provincial policymakers and
regulators on the design and administration of the COVID-19 Energy Assistance Program (CEAP)

to ensure that all allocated dollars were fully disbursed.

As described in further detail in Attachment 1-3-3(C) - Electricity Utility Scorecard, Hydro Ottawa
sustained high levels of delivery and performance on core service quality and customer satisfaction
indicators throughout the pandemic. Notably, the utility achieved its highest annual customer
satisfaction ratings of the past decade during the two most challenging years of the pandemic —
96% in 2020 and 94% in 2021.

Overview Impacts of COVID-19 Pandemic
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The public health restrictions imposed as a result of the pandemic impacted local use of electricity.
The most significant impact was tied to more people working and learning from home. This led to an
increase in consumption among residential customers and a corresponding decrease among
commercial customers. Commercial use also decreased as a result of some businesses reducing or
ceasing their activity altogether and closing, resulting in lost revenue and an increased number of
customers changing commercial rate classes. Please see Schedule 3-1-2 - Accuracy of Load

Forecast and Variance Analyses for more details and trends.

During the early months of the pandemic, average daily use dropped. However, by Summer 2020,
with more people at home using their air conditioners, this actually led to a higher level of summer

peak demand than the previous year.

As the pandemic progressed into Fall/Winter 2020, demand and consumption began to return to
pre-COVID-19 levels. These shifts in consumption and demand were similar to those observed for

the Ontario-wide system.®

The COVID-19 pandemic presented significant challenges, including supply chain disruptions,
which contributed to project delays and cost escalations across various programs. The restrictions
imposed on economic and social activity triggered significant increases across global supply chains
in the cost of goods and the lead times for their delivery. As a result of these pressures and
constraints, Hydro Ottawa encountered considerable challenges in sourcing critical materials and
equipment (e.g. transformers), which in turn led to budget exceedances and scheduling delays for

certain projects. For further details on work program and capital variances, please refer to Schedule

% Independent Electricity System Operator, 2021 Annual Planning Outlook - Ontario’s electricity system needs: 2023-2042
(December 2021).

Overview Impacts of COVID-19 Pandemic
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2-5-5 - Capital Expenditure Plan, Schedule 4-1-1 - Operations, Maintenance and Administration

Summary and Schedule 1-2-5 - Impacts of Inflationary Pressure.

Despite the challenges noted above, Hydro Ottawa executed the majority of its planned capital
investments for 2020 and 2021-2025. A notable example of capital work accomplishment during the
COVID-19 outbreak is the Cambrian Municipal Transformer Station (MTS) project. Construction on
this project began in the fall of 2019, by which point all major equipment and components had been
procured. Although construction was temporarily paused in early 2020 following the provincial
emergency declaration, work schedules were adjusted and on-site safety protocols were enhanced
to enable continued activity. By March 2022, construction and testing was complete, and
energization occurred the following month, allowing for the project to come in on schedule and

within budget.

Notwithstanding the fact that Hydro Ottawa is not proposing to recover costs through the generic
COVID-19 Deferral Account which was established by the OEB in response to the pandemic,” it
should be noted that the utility experienced a range of adverse financial impacts such as lost
revenues caused by reduced customer demand and consumption, an increase in bad debt, and the
incurrence of additional costs. With respect to the latter, these incremental costs were driven by
numerous factors and needs, including but not limited to the following: purchases of PPE for
employees, such as face masks and hand sanitizers; increased cleaning of administrative and
operational facilities, as well as fleet vehicles; and standby fees from an additional credit facility

obtained in order to cover potential liquidity issues (which was ultimately not used).

Hydro Ottawa mitigated these revenue shortfalls and cost increases through several

cost-containment measures, including a hiring freeze for vacant positions, termination of temporary

4 For additional information related to the COVID-19 Account and agreed limited use of this Account as noted in the
2021-2025 Approved Settlement Agreement, please see Schedule 9-1-3 - Group 2 Accounts.

Overview Impacts of COVID-19 Pandemic
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contract and part-time employees, cancellation of the summer student program, and restrictions on
employee travel, training and events. Please refer to Schedule 4-1-2 - Operations, Maintenance and

Administration Program Costs for year-over-year variance details.

It should also be noted that the pandemic’s economic fallout, including increased government
spending and relief measures, contributed to rising inflation and interest rates. These broader
economic trends also significantly impacted Hydro Ottawa. Inflation, in particular, is discussed

further in Schedule 1-2-5 - Impacts of Inflationary Pressure.

Furthermore, the timing of Hydro Ottawa’s last rebasing application meant that the first three years
of revenue requirements reflected a return on equity affected by COVID-19, while short-term and
long-term debt rates were set using uncharacteristically low parameters in comparison to market
conditions during the rate period.® This resulted in Hydro Ottawa starting with a lower cost of capital

position than many of its peers.

3. COVID-19 IMPACTS ON 2026-2030 DISTRIBUTION RATE PLAN

The COVID-19 pandemic, while initially presenting acute challenges during its most intense period,
has had lasting and evolving effects on Hydro Ottawa. These effects, combined with other
significant events such as the May 2022 Derecho, the strike and inflationary pressures, are key

considerations in the utility’s planning for the 2026-2030 rate term.

Detailed information regarding Hydro Ottawa’s load forecast for the 2026-2030 rate term is available
in Schedule 3-1-1 - Revenue Load and Customer Forecast, including impacts of rate reclassification

of commercial loads and a slower pace of conservation and demand management programs.

5 https://www.oeb.ca/regulatory-rules-and-documents/rules-codes-and-requirements/cost-capital-parameter-updates

Overview Impacts of COVID-19 Pandemic
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As stipulated by OEB Filing Requirements, Hydro Ottawa has filed a Distribution System Plan
(DSP), which can be found in Schedules 2-5-1 through 2-5-9. In particular, Schedule 2-5-1 -
Distribution System Plan Overview summarizes the documentation related to Hydro Ottawa’s
planned expenditures over the coming five years on its distribution system and general plant. The
DSP provides detailed information and analysis regarding the key drivers underlying the historic
levels of investment that are necessary over the course of 2026 to 2030: deteriorating infrastructure;
local population and economic growth; reliability and resilience imperatives; and increased

electrification.

Lingering effects of the pandemic impact Hydro Ottawa’s planned capital program, specifically
regarding the procurement and costs of particular infrastructure, equipment and external services.
As noted above, COVID-19 and accompanying public health restrictions imposed extraordinary
pressures on domestic and international supply chains, resulting in increased costs for goods and
longer lead times for delivery. These pressures have also been compounded by other events such
as wars, labour disruptions globally and US tariffs. The high rates of inflation which were
experienced in the latter stages of the pandemic and the ensuing years imposed upward pressure
on the prices of certain goods and services, including key infrastructure components like power
transformers and the labour provided by third-party contractors retained by Hydro Ottawa to assist
with the construction of major capital projects. These capital cost pressures and trends carry over
into the 2026-2030 rate term.

For more information, please refer to the DSP in Schedules 2-5-1 through 2-5-9.

Similar to the foregoing discussion on the lingering impacts of high levels of inflation on capital

expenditures, there are comparable pressures with respect to operations, maintenance and

administration expenses for the next five years (for example, for operational services provided by

Overview Impacts of COVID-19 Pandemic
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third-parties). Please see Schedule 4-1-2 - Operations, Maintenance & Administration Program

Costs for more information.

In summary, the material and labour cost increase experienced due to pandemic induced supply
chain disruption and inflationary pressures have not reversed and continue into the 2026-2030 rate

period. Additionally, pressure such as US tariffs are creating new cost considerations to manage.

Overview Impacts of COVID-19 Pandemic
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IMPACTS OF INFLATIONARY PRESSURE
1. OVERVIEW
Subsequent to Hydro Ottawa submitting its five-year Custom Incentive Rate-Setting (Custom
IR) Application for the years 2021-2025,' the Canadian economy experienced inflation at a
greater rate than it had in the prior five-year period. In the 2020-2024 period, Canada’s inflation

rate as measured by the Consumer Price Index (CPI) was the highest in 40 years.?

For a number of reasons, such as the COVID-19 pandemic, supply chain disruptions, and
demand-driven impacts, the actual rate of inflation experienced by Hydro Ottawa in the first four
years of the current Custom IR period (2021-2024) has been higher than forecasted. This has
resulted in higher-than-planned actual operations, maintenance and administration (OM&A) and
capital costs. As discussed further in this Schedule, the level of OM&A included in Hydro
Ottawa’s rates over the 2021-2024 period was increased by the OEB’s inflation factor, less the
stretch factor plus a growth factor. With respect to capital costs, the approved plan did not
include any amounts forecast for inflation, nor did it include any cost escalation adjustment
mechanisms. Essentially the capital plan assumed that a modest level of inflation would
continue and the impact of any inflation would be offset by productivity and efficiency savings.
Furthermore, the 2022-2025 capital related revenue requirement was reduced by a cumulative

annual 0.6% capital stretch factor.

The electricity industry has experienced higher cost increases than the general economy due to
the significant increase in the cost of many core commodities and products used in the industry.
These commodities include steel, aluminum, copper, and lumber. Cost increases in these core
materials have had an impact on the price of key electrical components such as transformers,
conductors, and switchgears. While it is difficult to determine the exact impact that inflationary
pressure has had on overall Hydro Ottawa costs, it is possible to identify many of the underlying
contributors to cost increases. This Schedule identifies the increase in key input costs to Hydro

Ottawa that have caused expenditures to be higher than planned in the 2021-2025 period.

' Hydro Ottawa Limited, 2021-2025 Custom Incentive Rate-Setting Distribution Rate Application, EB-2019-0261
(February 10, 2020).
2 Statistics Canada, May 22, 2024. High Inflation in 2022 in Canada: Demand—pull or supply—push?

Overview Impacts of Inflationary Pressure
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These cost increases are expected to remain and further increase costs in the 2026-2030

Custom IR period is expected.

The forecasted inflationary pressures described in this Schedule and reflected in Hydro
Ottawa’s proposed spending for the 2026-2030 period do not consider any further inflationary
risks caused by climate change and political circumstances. Tariffs imposed by the United
States will increase the cost of materials and products produced in that country. Retaliatory
tariffs imposed by Canada on goods and services purchased from the United States will more
directly and materially increase Hydro Ottawa’s costs for any of those goods and services.
Retaliatory tariffs will also increase the cost of materials and commodities purchased by Hydro
Ottawa’s Canadian suppliers. These cost increases would be further compounded by impacts
that tariffs would have on the broader Canadian economy, which would likely weaken the
Canadian dollar and cause increases in prices that Hydro Ottawa incurs for all goods and

services procured by Hydro Ottawa or its Canadian suppliers from other countries.

Extreme weather events caused by climate change, such as flooding and wildfires, have caused
cost increases in the past and may cause increases in the future as extreme weather events
become more frequent. For example, wildfires on the west coast reduce the supply of timber,
increasing the cost of Western Red Cedar wood poles. Extreme weather events also damage
buildings and infrastructure, which increases the demand and costs for the materials required to
replace and rebuild. Hydro Ottawa would incur costs that are materially higher than forecast if

any of these risks materialize.

Hydro Ottawa has and continues to see the impacts of rising costs across all areas of business
including internal labour, outside services, equipment, materials and supplies, and fuel. With
respect to equipment, materials and supplies, and fuel, the actual rate of inflation experienced

by Hydro Ottawa exceeded the OEB inflation factor rate.

Overview Impacts of Inflationary Pressure
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This Schedule provides information on cost increases in the 2021-2025 period that have
contributed to variances from the OEB-Approved amounts and also provides a basis to support

the level of expenditures in the 2026-2030 Custom IR period. Information is provided on:

e The inflation factor as calculated by the OEB and provided to LDCs for use in adjusting
rates;

e The impact of inflation on the price of core commodities that are used in manufacturing
material and equipment used by LDCs;

e The impact of inflation on the price of electrical components used by LDCs;

e Specific inflation impacts on Hydro Ottawa labour and common procurement items; and

e The expected impact of inflation on Hydro Ottawa in the 2026-2030 period.

2. INFLATION (2016-2025)

In its 2013 report, Rate Setting Parameters and Benchmarking under the Renewed Regulatory
Framework for Ontario’s Electricity Distributors,® the OEB established a methodology for
determining its annual inflation factor for use in incentive-based rate adjustment mechanisms.

The OEB’s two-factor inflation factor is based on the weighted sum of the following sub-indices:

e Non-Labour: 70% of the annual percentage change in Canada’s Gross Domestic
Product Implicit Price Index (GDP-IPI) Final Domestic Demand (FDD), as reported by
Statistics Canada; and

e Labour: 30% of the annual percentage in the Average Weekly Earnings (AWE) for

workers in Ontario, as reported by Statistics Canada.

Based on this methodology, the OEB calculated the inflation parameters to be used by
Distributors in the 2016-2025 period. As can be seen in Table 1 below, the rate of inflation as

calculated by the OEB has increased in the 2021-2025 period (3.5% annual average) as

3 Ontario Energy Board, Rate Setting Parameters and Benchmarking under the Renewed Regulatory Framework for
Ontario’s Electricity Distributors EB-2010-0379 (November 21, 2013)

Overview Impacts of Inflationary Pressure
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compared to the 2016-2020 period (1.7% annual average). Furthermore, it is noted that in
calculating the annual inflation parameters the OEB uses historical Statistics Canada

information that reflects cost data two years prior to the period it is being applied to. Thus the

inflation that an LDC is compensated for will lag the actual inflation impact incurred.
Table 1 — OEB Inflation Parameters
OEB Inflation Parameters
2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025
% 21%| 1.9%| 1.2%| 1.5%| 2.0%| 2.2%| 3.3%| 3.7%| 4.8%| 3.6%
5-YEAR ANNUAL
AVERAGE 1.7% 3.5%
Taking a closer look at the components of the OEB Inflation Parameter calculation, Tables 2 and
3 provide a breakdown of the Non-Labour and Labour Components of the OEB Inflation
Parameter, respectively.
Table 2 — Non Labour Component
OEB Inflation Parameters — Non Labour Component*
2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025
% 22%| 1.6%| 1.2%| 1.4%| 1.6%| 1.9%| 1.7%| 3.8%| 59%| 3.7%
5-YEAR ANNUAL
AVERAGE 1.6% 3.4%
The rate of inflation for Non-Labour Components has increased in the 2021-2025 period (3.4%
annual average) as compared to the 2016-2020 period (1.6% annual average).
4 GDP-IPI (FDD)
Overview Impacts of Inflationary Pressure
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Table 3 — Labour Component

OEB Inflation Parameters — Labour Component®

2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025
% 2.0%| 2.6%| 1.1%| 1.9%| 2.9%| 2.7%| 7.0%| 3.5%| 2.3%| 3.2%

5-YEAR ANNUAL
AVERAGE

21% 3.7%

The rate of inflation for the Labour Component has increased in the 2021-2025 period (3.7%

annual average) as compared to the 2016-2020 period (2.1% annual average).

It is noted that the Statistics Canada indices used in the OEB Inflation Parameter calculation are
not specifically indicative of costs incurred in the electricity industry or by Hydro Ottawa. The
Canada GDP-IPI (FDD) measure represents a broad macroeconomic measure of inflation. The
AWE- All Employees - Ontario measure is comprised of 20 classifications of employees, one of
which is utilities. While the two measures both generally indicate an inflationary impact higher
that what Hydro Ottawa had planned for, it is Hydro Ottawa’s experience that actual incurred
costs are higher than the general inflation measures calculated by the OEB. Sections 3 and 4

below take a closer look at the specific inflationary cost pressures that Hydro Ottawa incurred.

It is also noted that the inflation factor derived by the OEB is based on a calculation
methodology that uses historical information. This results in a lag to the inflation factor that
applies to LDCs. For example, the 2025 inflation factor is based on Statistics Canada

information from 2022 and 2023. This is summarized in Table 4 below.

5 AWE — All Employees — Ontario

Overview Impacts of Inflationary Pressure
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2019

2019
2020

2020
2021

2021
2022

2022
2023

Table 4 - 2021-2025 I-Factor Components®

Non-Labour Labour
AWE- All Employees -
GDP-IPI(FDD) - Normal OHtarfo y
0, () o,
Q1 Q2 Q3 Q4 :::::;L Chaﬁge Weight | Annual ChaA;ige Weight Agt?::ée/o
A B C D (A*B) + (C*D)
2021 I-Factor
109.4 109.9 110.6 111 110.23 1,021.4
1114 112.2 112.6 113.3| 112.38 1.9% 70%| 1,049.5 2.7% 30% 2.2%
2022 I-Factor
111.2 111.8 1121 112.9| 112.00 1,049.7
113.3 113.5 1141 114.8| 113.93 1.7% 70%| 1,126.3 7.0% 30% 3.3%
2023 I-Factor
113.4 113.5 114.0 114.7| 113.900 1,126.3
116.2 117.4 118.9 120.8| 118.325 3.8% 70%| 1,166.8 3.5% 30% 3.7%
2024 I-Factor
116.4 117.5 119.1 121.0| 118.50 1,166.7
123.6 125.3 126.2 127.5| 125.65 5.9% 70%| 1,194.2 2.3% 30% 4.8%
2025 I-Factor
114.3 116.1 1171 118.4| 116.48 1,193.3
119.1 120.4 121.4 122.8| 120.93 3.7% 70%| 1,232.0 3.2% 30% 3.6%

5 Note: Statistics Canada periodically updates figures so values for a given year may change over time. The base year was updated in 2022 from 2012 to 2017

(2017 = 100).
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In Hydro Ottawa’s 2016-2020 Custom IR Application,” Hydro Ottawa proposed including an
inflation factor of 2.26% as a component of its Custom Price Escalation Factor (CPEF). The
CPEF was originally proposed to include a Hydro Ottawa-specific inflation factor, less a stretch
factor, plus a growth factor. The proposed 2.26% inflation rate was derived by applying Hydro
Ottawa’s specific labour/non-labour weighting factors to two indices (the GDP-IPI and AWE for
workers in Ontario) and averaging them over the historic and forecast 2017-2025 period. These
alternate labour/non-labour weighting factors were more aligned with inflationary pressures

associated with Hydro Ottawa’s spending.

The CPEF was proposed to apply only to OM&A and there was no inflation included in the
forecast of capital costs or in annual price escalations of capital-related revenue requirement
components. In the Approved Settlement Agreement, the Hydro Ottawa-specific inflation factor

of 2.26% was replaced with the OEB’s annual inflation factor.®

Hydro Ottawa’s CPEF used to escalate OM&A for 2022-2025 is summarized in Table 5. The
inflation factor (l) is the OEB’s annual inflation factor as summarized in Table 4. The growth
factor (G) is the forecast average growth in customers from 2021 to 2025, 0.97%, multiplied by
a scaling factor of 0.35%. The stretch factor (X) is 0.45%, the stretch factor assigned to cohort
IV LDCs, plus a 0% productivity factor. The growth and stretch factors were fixed for the
duration of the Custom IR term so the CPEF was equal to the OEB’s inflation factor minus

0.11% in each year.

" Hydro Ottawa Limited, 2076-2020 Custom Incentive Rate-Setting Distribution Rate Application, EB-2015-0004 (April
29, 2015).

8 Hydro Ottawa Limited, 2021-2025 Custom Incentive Rate-Setting Approved Settlement Agreement, EB-2019-0261
(September 18, 2020). Page 15
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Table 5 - 2022-2025 Approved CPEF

Year Inflation Factor Growth Factor  Stretch Factor CPEF
(1) (G) (X) (I+G-X)
(EB-Z%(;?I?OO%) 3.3% 0.34% O45% 1o
(EB-2%222?0042) 3.7% 0-34% 0a5% >5%%
(EB-Z%(;%’:O%Z) 4.8% 0.34% O45% oo
(EB-2%)2§530035) 3.0% 0.34% O45% Ao

Capital spending was not escalated by inflation and Hydro Ottawa’s capital budget was not
forecast with inflation so there was an implicit productivity factor applied to capital spending
throughout the Custom IR period. Despite the OEB-Approved amounts being set without
inflation, an additional annual capital stretch factor of 0.6% was applied to capital spending. The
0.6% capital stretch factor was set based on the Cohort IV stretch factor of 0.45% plus an

additional 0.15%. Please reference Schedule 1-3-1 - Rate Setting Framework for further

information.
Table 6 — 2021-2025 Capital Stretch Factor Values
Test Year Capital Stretch Factor ‘
2021 0.0%
2022 0.6%
2023 1.2%
2024 1.8%
2025 2.4%
Overview Impacts of Inflationary Pressure
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3. INFLATION ON COMMON COMMODITIES AND PRODUCTS

This section takes a closer look at the impact of inflation on the key commodities, equipment,

and materials that support the electricity industry.

The indices and inflation data in this section reflect external data from Canadian and United
States sources to provide context for the cost of materials incurred by Hydro Ottawa. The
indices reflect the overall market price of certain goods which directionally aligns with the cost
trends of products Hydro Ottawa requires for its distribution system. Data from Statistics
Canada is provided unless more precise indices are available from other sources, primarily the

Federal Reserve Economic Database from the United States.

The OEB inflation factors noted in Table 8 to Table 22 in this section reflect non-labour inflation
measures from 2020 to 2024. The cumulative and compounded annual average inflation factors

over this period are summarized in Table 7.

Table 7 — OEB Non-Labour Inflation
2020 to 2021 to 2022 to 2023 to Annual Total

2021 2022 2023 2024 Average Inflation
% 1.9% 1.7% 3.8% 5.9% 3.3% 13.9%

Price index graphs in this section include data from January 2020 to December 2024. The total
inflation for each index or material is calculated as the monthly average price in 2024 divided by
the monthly average price in 2020. Annual average inflation rates in this Schedule reflect

compounded annual average inflation.®

Overall, machinery and equipment required in the utility industry has experienced a higher rate

of inflation than the general GDP-IPI measure and the industrial average increase for machinery

® Compounded annual average = (1 + Total Increase) * (V4) - 1

Overview Impacts of Inflationary Pressure
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and equipment. The higher rate of inflation experienced by the utility industry is illustrated in
2 Figure 1.

3
4  Figure 1 - Machinery and Equipment by Industry of Purchase Price Trend (2020 to 2024)
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5
6
7 The utilities index includes electricity generation, transmission, control, and distribution; natural
8 gas distribution; water treatment and distribution; sewer systems and sewage treatment
9 facilities; and services related to permanent infrastructure lines, pipes, and treatment and
10 processing facilities. Data for this index including only electricity related machinery and
11 equipment is not available from Statistics Canada.
10 Statistics Canada Table: 18-10-0284-01. The Machinery and Equipment Price Index (MEPI) series is based on the
2016 Input Output Final Demand Classification (IOFDC).
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Table 8 - Machinery and Equipment Price Trend (2020 to 2024)

Total Utilities OEB
Annual Average Increase 4.1% 6.9% 3.3%
4-Year Total Increase 17.5% 30.3% 13.9%

Inflation impacts with respect to general commodities are provided in Section 3.2 and inflation

impacts on specific electrical components are provided in Section 3.3.
There have been significant market price changes across many commodities that are inputs to
Hydro Ottawa’s costs. Given the nature of Hydro Ottawa’s business and capital program, the
price of essential commodities has a significant impact on costs. Equipment purchased by
Hydro Ottawa (i.e. power transformers, breakers, and steel) is heavily impacted by certain raw
material indices.
Specific commodities relevant to the equipment, materials, and supplies used in the work
performed by Hydro Ottawa include:

e Fuel, both gasoline and diesel fuels (e.g. transportation costs and vehicles)

e Copper (e.g. Connectors, Transformers)

e Aluminum (e.g. Cable, Connectors, Vehicles)

e Lumber (e.g. Cross arms, Poles)

e Steel (e.g. Pole Hardware, Switchgear)

e Grain Oriented Electrical Steel(GOES) (e.g. Transformers)
Price indices which reflect increases in these commaodities are provided below.

Overview Impacts of Inflationary Pressure
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1 3.2.1. Fuel
2 3.2.1.1. Regular

Figure 2 shows the 2020-2024 price trend of regular gasoline in Ottawa." Table 9 summarizes

the information displayed in Figure 2, which is that the price increases for this commodity
5 exceeded the annual inflation rates as calculated by the OEB.

6
7 Figure 2 — Gasoline Prices Price Trend (2020 to 2024)
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—Regular Gasoline  =—=—QOEB Inflation (GDP-IPI)
8
9
10 Table 9 - Regular Gasoline Price Trend (2020-2024)
Regular Gasoline OEB ‘
Annual Average Increase 12.2% 3.3%
4-Year Total Increase 58.3% 13.9%
11
" Statistics Canada Table: 18-10-0001-01
Overview
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1 3.2.1.2. Diesel Fuel

Figure 3 shows the 2020-2024 price trend of diesel fuel in Ottawa.'? Table 10 summarizes the

information displayed in Figure 3, which shows that the price increases for this commodity
4 exceeded the annual inflation rates as calculated by the OEB.

5
6 Figure 3 — Diesel Fuel Price Trend (2020 to 2024)
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8
9 Table 10 - Diesel Fuel Price Trend (2020-2024)
2020-2024 Inflation Diesel Fuel OEB
Annual Average Increase 12.6% 3.3%
4-Year Total Increase 60.6% 13.9%
10
12 Statistics Canada Table: 18-10-0001-01.
Overview
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1 3.2.2. Copper
2 Figure 4 shows the 2020-2024 price trend of copper in Canada.” Table 11 summarizes the
3 information displayed in Figure 4, which shows that the price increases for this commodity

4 exceeded the annual inflation rates as calculated by the OEB.

5
6 Figure 4 - Copper Price Trend (2020 to 2024)
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7 ——Copper ——OEB Inflation (GDP-IPI)
8
9 Table 11 - Copper Price Trend (2020-2024)
2020-2024 Inflation Copper OEB ‘
Annual Average Increase 11.2% 3.3%
4-Year Total Increase 52.8% 13.9%
10
13 Statistics Canada Table: 18-10-0268-01. Copper ores and concentrates, North American Product Classification
System: 152.
Overview Impacts of Inflationary Pressure
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1 3.2.3. Aluminum

2 Figure 5 shows the 2020-2024 price trend of aluminum in Canada.'* Table 12 summarizes the

3 information displayed in Figure 5, which shows that the price increases for this commodity
4 exceeded the annual inflation rates as calculated by the OEB.

6 Figure 5 - Aluminum Price Trend (2020 to 2024)
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Table 12 - Aluminum Price Trend (2020-2024)
Aluminum OEB

Annual Average Increase 11.2% 3.3%
4-Year Total Increase 53.2% 13.9%

4 Statistics Canada Table: 18-10-0267-01. North American Industry Classification System: 3313.

Overview Impacts of Inflationary Pressure
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1 3.2.4. Wood Poles

2 Figure 6 shows the 2020-2024 price trend of wood poles in the United States.”™ Table 13
3 summarizes the information displayed in Figure 6, which shows that the price increases for this
4 commodity exceeded the annual inflation rates as calculated by the OEB.
5
6 Figure 6 — Wood Poles Price Trend (2020 to 2024)
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7
8
9 Table 13 - Wood Poles Price Trend (2020-2024)
2020-2024 Inflation Wood Poles OEB ‘
Annual Average Increase 11.0% 3.3%
4-Year Total Increase 51.8% 13.9%
10
5 U.S. Bureau of Labor Statistics, Producer Price Index by Commodity: Lumber and Wood Products: Wood Poles,
Piles, and Posts Owned and Treated by the Same Establishment [WPU08710101], retrieved from FRED, Federal
Reserve Bank of St. Louis.
Overview
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1 3.2.5. Steel

Figure 7 shows the 2020-2024 price trend of steel in Canada.'® Table 14 summarizes the

3 information displayed in Figure 7, which shows that the price increases for this commodity
4 exceeded the annual inflation rates as calculated by the OEB.
5
6 Figure 7 - Steel Price Trend (2020 to 2024)
180
160
140
>
g
£
2 120
a /
V4
100
80
60
O 0O 0O 0O 0 0O T «— T o — — N NN N NN NN O OO o o < s st <o
GNP GGG GGG QQ Q.
F I35 5 5873085883 bos8r”"30oc8T3 03
SE2="7wWZz29=2=2"wWZO02=2="WZ2=2="wWZz>o5=2="0z=Z
e—Steel == OEB Inflation (GDP-IPI)
7
8
9 Table 14 - Steel Price Trend (2020-2024)
Steel OEB ‘
Annual Average Increase 6.1% 3.3%
4-Year Total Increase 26.6% 13.9%
10
16 Statistics Canada Table: 18-10-0267-01. North American Industry Classification System: 3312.
Overview
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1 3.2.6. Grain-Oriented Electrical Steel
2 Figure 8 shows the 2020-2024 price trend of Grain-Oriented Electrical Steel (GOES) in the

United States.' GOES is the type of steel commonly used in transformers and other electrical

4 devices. GOES refers to steel that is manufactured to orient the grains within the steel in a

5 manner that optimizes magnetic properties to minimize losses.

6
7 Figure 8 - Grain-Oriented Electrical Steel Price Trend (2020 to 2024)
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Table 15 summarizes the information displayed in Figure 8, which shows that the price
increases for this commodity exceeded the annual inflation rates as calculated by the OEB. The
cost of GOES and other steel generated for the electricity sector has increased significantly in
recent years because of growing demands from electric vehicles, battery storage systems, and
overall electrification.
7 Business Analyst iQ, Grain oriented electrical steel price index,
https://businessanalytiq.com/procurementanalytics/index/grain-oriented-electrical-steel-price-index/
Overview
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Table 15 - Grain-Oriented Electrical Steel Price Trend (2020-2024)

Grain-Oriented

Electrical Steel OEB
Annual Average Increase 20.0% 3.3%
4-Year Total Increase 107.2% 13.9%

EB-2024-0115
Exhibit 1

Tab 2
Schedule 5
ORIGINAL
Page 19 of 44

This section provides information on the price index inflation of key materials used to complete
Hydro Ottawa work programs. These materials include:

e Metal building and construction materials;

e Commercial and service industry machinery and equipment;

e Communication and electric wire and cable;

e Power, distribution, and other transformers and transformer parts; and

e Switchgear, switchboards, relays, and industrial control apparatus.
3.3.1. Metal Building and Construction Materials
Figure 9 shows the 2020-2024 price trend of metal building and construction materials in
Canada.' Metal building and construction materials include fabricated steel plate and other
fabricated structural metal; metal valves and pipe fittings (except industrial valves) and
enamelled metal sanitary ware; metal windows and doors; and other architectural metal
products.
'8 Statistics Canada Table: 18-10-0266-01. North American Product Classification System: 466.

Overview Impacts of Inflationary Pressure
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Figure 9 - Metal Building and Construction Materials Price Trend (2020 to 2024)
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Table 16 summarizes the information displayed in Figure 9, which shows that the actual price

increases for this industrial product exceeded the annual inflation rates as calculated by the
OEB.

Table 16 — Metal Building and Construction Materials Price Trend (2020-2024)

Actual 2020-2024 OEB |
Annual Average Increase 10.2% 3.3%
4-Year Total Increase 47.4% 13.9%
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1 3.3.2. Communication and Electric Wire and Cable

2 Figure 10 shows the 2020-2024 price trend of communication and electric wire and cable in
3 Canada.” Communication and electric wire and cable includes co-axial cable, insulated copper
4 winding wire, insulated electric cable, insulated electric wire, insulated metal wire and cable, and

5 accessory material for telephone cables (except plastic).

6
7 Figure 10 - Communication and Electric Wire and Cable Price Trend (2020 to 2024)
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8
9

10 Table 17 summarizes the information displayed in Figure 10, which shows that the actual price
11 increases for this industrial product exceeded the annual inflation rates as calculated by the
12 OEB.

'® Statistics Canada Table: 18-10-0266-01. North American Product Classification System: 38121.
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Table 17 - Communication and Electric Wire and Cable Price Trend (2020-2024)

Actual 2020-2024 OEB
Annual Average Increase 13.3% 3.3%
4-Year Total Increase 64.8% 13.9%

3.3.3. Power, Distribution and Other Transformers, and Transformer Parts

Figure 11 shows the 2020-2024 price trend of power, distribution, and other transformers and
transformer parts in Canada.?’ Power, distribution, and other transformers and transformer parts
include: power and distribution transformers, specialty transformers, and other transformers and

transformer parts.

Figure 11 - Power, Distribution and Other Transformers, and Transformer Parts
Price Trend (2020 to 2024)
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2 Statistics Canada Table: 18-10-0266-01. North American Product Classification System: 38122.
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Table 18 summarizes the information displayed in Figure 11, which shows that the actual price

increases for this industrial product exceeded the annual inflation rates as calculated by the

OEB.

Table 18 - Power, Distribution and Other Transformers, and Transformer Parts

Price Trend (2020-2024)

Actual 2020-2024 OEB |
Annual Average Increase 11.9% 3.3%
4-Year Total Increase 56.9% 13.9%

3.3.4. Switchgear, Switchboards, Relays, and Industrial Control Apparatus

Figure 12 shows the 2020-2024 price trend of switchgear, switchboards, relays, and industrial

control apparatus in Canada.?’ Switchgear, switchboards, relays, and industrial control

apparatus includes industrial control apparatus; low-voltage fuses and power distribution,

switching, and interrupting equipment; high-voltage fuses and power distribution, switching, and

interrupting equipment; as well as relays for electronic circuitry.

2! Statistics Canada Table: 18-10-0266-01. North American Product Classification System: 38123.
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Figure 12 - Switchgear, Switchboards, Relays, and Industrial Control Apparatus
Price Trend (2020 to 2024)
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Table 19 summarizes the information displayed in Figure 12, which shows that the actual price
increases for this industrial product exceeded the annual inflation rates as calculated by the
OEB.
Table 19 - Switchgear, Switchboards, Relays, and Industrial Control Apparatus
Price Trend (2020-2024)
Actual 2020-2024 OEB
Annual Average Increase 11.3% 3.3%
4-Year Total Increase 53.6% 13.9%
The increase in the price of electrical equipment is not a uniquely Canadian issue. Federal
Reserve Economic Data (FRED) shows that the price of such equipment has also experienced
Overview Impacts of Inflationary Pressure
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a significant inflationary impact in the United States. This international increase in prices, along

2 with an increase in demand, supply chain issues, and long lead times for delivery (e.g.
3 transformers), has had an impact on Hydro Ottawa.
4
5 3.4.1. Electrical Equipment Manufacturing
6 Figure 13 shows the 2020-2024 price trend of electrical equipment manufacturing in the United
7 States.?? Electrical equipment manufacturing includes power, distribution, and specialty
8 transformers manufacturing; motor and generator manufacturing; and switchgear, switchboard,
9 relay, and industrial control apparatus manufacturing.
10
11 Figure 13 — Electrical Equipment Manufacturing Price Trend (2020 to 2024)
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12
13
14 Table 20 summarizes the information displayed in Figure 13, which shows that the price
15 increases for electrical equipment manufacturing exceeded the annual inflation rates as
16 calculated by the OEB.
17
22 U.S. Bureau of Labor Statistics, Producer Price Index by Industry: Electrical Equipment Manufacturing
[PCU3353133531], retrieved from FRED, Federal Reserve Bank of St. Louis. North American Industry Classification
System: 33531.
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1 Table 20 - Electrical Equipment Manufacturing Price Trend (2020-2024)
Actual 2020-2024 OEB
Annual Average Increase 9.4% 3.3%
4-Year Total Increase 43.0% 13.9%
2
3 3.4.2. Electric Power and Specialty Transformer Manufacturing
4 Figure 14 shows the 2020-2024 price trend of electric power and specialty transformer
5 manufacturing in the United States.?® This index is a subset of electrical equipment
6 manufacturing. Electric power and specialty transformer manufacturing includes distribution
7 transformers manufacturing, instrument transformers (except portable) manufacturing, and
8 power transformers manufacturing.
9
10 Figure 14 — Electric Power and Specialty Transformer Manufacturing
11 Price Trend (2020 to 2024)
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12
23 U.S. Bureau of Labor Statistics, Producer Price Index by Industry: Electric Power and Specialty Transformer
Manufacturing [PCU335311335311], retrieved from FRED, Federal Reserve Bank of St. Louis. North American
Industry Classification System: 335311.
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Table 21 summarizes the information displayed in Figure 14, which shows that the price
increases for electric power and specialty transformer manufacturing exceeded the annual

inflation rates as calculated by the OEB.

Table 21 - Electric Power and Specialty Transformer Manufacturing
Price Trend (2020-2024)
Actual 2020-2024 OEB |

Annual Average Increase 13.9% 3.3%
4-Year Total Increase 68.3% 13.9%

3.4.3. Communication and Energy Wire Manufacturing

Figure 15 shows the 2020-2024 price trend of communication and energy wire manufacturing in
the United States.?® Communication and energy wire manufacturing reflects the production
costs of establishments primarily engaged in manufacturing insulated communications and

energy wire and cable made from purchased non-ferrous wire and optical fibres.

24 U.S. Bureau of Labor Statistics, Producer Price Index by Industry: Communication and Energy Wire and Cable
Manufacturing [PCU3359233592], retrieved from FRED, Federal Reserve Bank of St. Louis. North American Industry
Classification System: 335920.
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1 Figure 15 — Communication and Energy Wire Manufacturing Price Trend (2020 to 2024)
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Table 22 summarizes the information displayed in Figure 15, which shows that the price
increases for communication and energy wire manufacturing exceeded the annual inflation rates
as calculated by the OEB.
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1 Table 22 - Communication and Energy Wire Manufacturing Price Trend (2020-2024)
Actual 2020-2024 OEB
Annual Average Increase 11.8% 3.3%
4-Year Total Increase 56.3% 13.9%
2

3 3.4.4. Electricity Distribution Producer Price Index

4 Figure 16 shows the 2020-2024 electricity distribution producer price index in the United
5 States.? This index includes dedicated generating stations, distribution lines and transformer
6

stations integral to power distribution, and electric power brokers and agents that arrange the
7 sale of electricity over power distribution systems operated by others.

8
9 Figure 16 — Electricity Distribution Producer Price Index Trend (2020 to 2024)
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10
11 Table 23 summarizes the information displayed in Figure 16, which shows that the electricity
12 distribution producer price index exceeded the annual inflation rates as calculated by the OEB.
% U.S. Bureau of Labor Statistics, Producer Price Index by Industry: Electric Power Distribution: Primary Products
[PCU221122221122P], retrieved from FRED, Federal Reserve Bank of St. Louis. North American Industry
Classification System: 221122.
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Table 23 - Electricity Distribution Producer Price Index Trend (2020-2024)

Actual 2020-2024 OEB
Annual Average Increase 6.3% 3.3%
4-Year Total Increase 27.9% 13.9%

Based on the above graphs of electricity system components, it can be seen that the actual

price has significantly exceeded the rate of inflation.

One component of the above index is distribution transformers. An example of challenges with
respect to acquisition and price of such transformers is discussed in an article produced by the
National Renewable Energy Laboratory (NREL) in February titled “Major Drivers of Long-Term

Distribution Transformer Demand”. An excerpt is provided as follows:%®

“Distribution transformers, used to step-down medium-level voltage to service-level
voltage for end-use electrical consumption, are currently experiencing an unprecedented
imbalance between supply and demand. Ultilities are experiencing extended lead times
for transformers of up to 2 years (a fourfold increase on pre-2022 lead times), and
reporting price increases by as much as 4-9 times in the past 3 years [1-3]. Current
shortages have been attributed to pent-up post-pandemic demand; difficulty recruiting,
training, and retaining a skilled workforce; component supply chain challenges; and

materials shortages (grain-oriented electrical steel, aluminum, and copper).”

4. HYDRO OTTAWA INFLATION EXPERIENCE (2021-2025)

Labour costs represent approximately 54% of total OM&A costs, and typically 11% of capital
expenditures. Table 24 presents the labour increases for Hydro Ottawa employees in the
2021-2025 period as well as the OEB Labour Component included in their inflationary

parameter as per Table 3 above.

% NREL, February 2024, Major Drivers of Long-Term Distribution Transformer Demand
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Table 24 — Labour Rate Increases

Historical Years Bridge Years Average Total
2021-2025|2021-2025

Hydro Ottawa
Labour Rate Increase

2.35% 2.58% 3.86% 3.70% 3.55% 3.21% 17.09%

OEB Labour Escalation

0, 0, 0, 0, 0, 0, 0,
(Table 3) 2.7% 7.0% 3.5% 2.3% 3.2% 3.73% 20.07%

The 2021-2025 increases presented in Table 24 represent the wage increases as per the
collective agreement described in Attachment 4-1-3(A) - Employee Compensation Strategy as
well as the increases for management employees. They are materially in line with the OEB
labour component, as such, are not a significant contributor to higher actual 2021-2025 OM&A.
However, while the escalation of Hydro Ottawa’s OM&A labour costs reflected in rates were
aligned with the OEB’s escalation, planned capital expenditures were not escalated by inflation.
This was done to ensure implicit productivity was built in; instead of including inflation and then
decreasing for productivity, Hydro Ottawa did not apply inflation to begin with. Therefore, labour

related increases impacted actual capital spending and contributed to a variance.

Non-labour costs consist of materials and equipment and outside services. These are discussed

below.

4.2.1. Materials and Equipment

In the 2021-2024 period non-labour costs represent approximately 46% of total OM&A and 89%
of capital expenditures. Similar to price trends noted in Section 3 above, Hydro Ottawa
experienced a significant increase in the cost of equipment, materials, and supplies that are
required to support and execute work programs and projects. This section provides specific

examples of the cost pressures that Hydro Ottawa faced due to the impact of inflation.
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Tables 25 through 30 provide price information for common equipment and materials purchased
by Hydro Ottawa, showing how prices have changed since 2020. The line items in each table

represent some of the most frequently procured items in each of the identified categories.

Table 25 - Underground & Overhead Cables — Average Price Increases

Average Average 4-Year Total Annual Average

Item Description Price 2020 Price 2024 Increase Increase

Sg‘f\',e#’?',g RALPE $10.02 $ 12.41 23.9% 5.5%
9?2?';8“555’&% $ 130.12 $ 166.24 27.8% 6.3%
SSS\',%SOT“;‘&‘; RD $ 14.61 $ 20.69 41.6% 9.1%
?gf\l,e#ﬂ'lfoTCR,{,XLPE $16.12 $19.94 23.7% 5.5%
538\',9,? |2Trip o $3.79 $4.77 25.9% 5.9%
ggg\l,e;‘gg,\;igﬁ H $13.70 $20.18 47.3% 10.2%

Over the 2020-2024 period, the price of various types of commonly-used cable increased at a
rate of 5.5% to 10.2% per year. Overall, the price of cable in 2024 was 23.7% to 47.3% higher
than in 2020. The extent of cable inflation experienced by Hydro Ottawa was lower than the
64.8% increase over the same period in the Communication and Energy Wire Manufacturing
index in Section 3.3.2 as measured by Statistics Canada and the 56.3% increase as measured
by FRED in Section 3.4.3.
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Average Price
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Annual Average

Increase

fransformer 1-Phase $ 5,469 $ 13,389 144.8% 25.1%
;fd”:;g?;ter 1-Phase $ 7.960 $ 22,481 182.4% 29.6%
mgﬂormer Pole $ 2,348 $ 6,588 180.6% 29.4%
Transformer Pole o o
Mount $3.470 $9.258 166.8% 27.8%
Ugﬂﬁ{ormer Pole $2.203 $ 4,934 124.0% 22.3%

Over the 2020-2024 period, the price of the most commonly purchased transformers increased at
a rate of 22.3% to 29.4% per year. The price of transformers in 2024 was 124.0% to 182.4%

higher than in 2020. Significant increases in the cost of transformers was caused by increased

prices of the materials used to produce transformers and the high demand for transformers

across North America, as noted in Section 3.4.

Table 27 - Switchgear — Average Price Increases

ltem Descriotion Average Price Average 4-Year Total Annual Average
P 2020 Price 2024 Increase Increase
SF6 Padmount 15kV o 0
25KA Type 006 $ 69,816 $ 87,652 25.5% 5.9%
$;§e\go(|)t§’15kv 25KA $ 36,149 $ 57,675 59.5% 12.4%
SF6 Padmount 15kV o o
25KA Type 009 $ 52,269 $ 65,176 24.7% 5.7%

Over the 2020-2024 period, the price of the most commonly purchased switchgear increased at a
rate of 5.7% to 12.4% per year. The price of switchgear in 2024 was 24.7% to 59.5% higher than

in 2020.
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Table 28 - Poles — Average Price Increases

4-Year Total Annual Average
Increase Increase

J&nggfnﬁeg 'SZZZ} $970 $1.737 79.1% 15.7%
u:z::gn‘gaglgzzgr $ 994 $2177 119.0% 21.7%
Westom Red Gedar $ 1,308 52,431 85 9% 16.8%
Kﬁ?ﬁggn‘lgeg '?;Ziir $758 $ 1,669 120.2% 21.8%
J\;:i:?n(ageg 'éZZQr $3,217 $ 4,967 54.4% 11.5%
Westom Red Gedar 52,748 54218 53.5% 11.3%

Item Description

Smart Meters 1-Phase
(2018-2021/2022)

Average Price
2020

$97

as measured FRED, referenced in Section 3.2.4.

Average
Price 2024

$ 188

Table 29 - Meters — Average Price Increases

4-Year Total Annual Average

Increase Increase

93.8% 18.0%

Over the 2020-2024 period, the price of the most commonly purchased meters increased on

average 18.0% per year. The price of meters in 2024 was 93.8% higher than in 2020.

Over the 2020-2024 period, the price of the most commonly purchased wood poles increased at
a rate of 11.3% to 21.8% per year. The price of wood poles in 2024 was in the range of 53.5% to
120.2% higher than in 2020. The extent of wood pole inflation experienced by Hydro Ottawa was

higher than the 51.8% increase over the same period in the Wood Poles, Piles, and Posts index
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Annual Average
Increase

Light Duty 3/4 Ton Pick-Up $ 51,485 $73,700 43.1% 12.7%
Light Duty Cargo Van $38,880| $54,846 41.1% 12.2%
Medium Duty f;fgiﬁ%f;rior upfity | § 152:900| $ 209,500 37.0% 11.1%
Heavy Duty Large RBD $435,201| $ 613,705 41.0% 12.1%
Heavy Duty Large Bucket $471,800| $ 582,891 23.5% 7.3%

Over the 2021-2024 period, the price of the most commonly purchased vehicles increased at a
rate of 7.3% to 12.7% per year. The 2024 price of vehicles was 23.5% to 43.1% higher than in

2021.

4.2.2. Outside Services

In addition to its own labour force, Hydro Ottawa engages outside services to support executing

OM&A and Capital work programs. Some of the most commonly purchased services are

summarized in Table 31. Hydro Ottawa procures, negotiates and secures these contracts on an

on-going basis and a number of them are multi-year contracts with defined annual escalation

rates.

Table 31 - Outside Services Average Historical Price Increases (2020-2024)

Service Description

Average Historical Yearly Increase

Civil & Electrical 2% - 1%
High Voltage Substation Maintenance 2% - 5%
Vegetation Management 4% - 5%
Technology Support 2% -7%

Over the 2020-2024 period, the price of some of the most commonly procured outside services

increased at a rate of 2% to 11% per year, some of these significantly exceeding the OEB

inflation parameters.
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5. IMPACTS ON HYDRO OTTAWA 2026-2030 BUDGET

The general inflationary price trends in the cost of labour, commodities, industrial products, and
electrical components, as identified in Sections 3.2 to 3.4 and Hydro Ottawa’s own specific
experiences noted in Sections 4.1 and 4.2, have impacted the cost of labour and specific

products that Hydro Ottawa purchases in support of its OM&A programs and capital projects.

Labour costs represent 54% and non-labour costs represent 46% of Hydro Ottawa’s average
OM&A budget for 2026-2030. Internal labour costs represent 11% of Hydro Ottawa’s average
capital expenditures for 2026-2030. Materials and supplies are 38% of the Test Years budget.
Hydro Ottawa expects that 45% of its capital budget will go towards projects undertaken by
contractors. The remaining proposed Capital spending includes overhead, fleet, and other

expenditures.

For the 2026-2030 period, Hydro Ottawa’s proposed OM&A and capital expenditures
incorporate annual labour increases based on the currently-negotiated collective agreement and

bank and government forecasts.

Given that some of these inflationary trends noted in the previous Sections are expected to
continue for the 2026-2030 period, Hydro Ottawa has assumed an average annual increase
range of 2.1% to 5.0% with respect to the future cost of equipment and materials. This range is
based on an analysis of the historical cost of equipment and materials commonly used by Hydro
Ottawa. It is noted that there has been a range of inflationary impacts across all equipment and
materials and the overall average increase in equipment and materials costs has outpaced the
average OEB rate of inflation. The use of a higher-than-average economy-wide inflation rate is
based on anticipated increases in raw materials, such as copper and steel required for

transformers and lumber for poles.

As described in the sections above, drivers of the price increases include increased frequency

of forest fires caused by climate change, supply chain uncertainty, growth and electrification and
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geopolitical tensions. Based on the historical trend, the future average annual increase of 2.1%
to 5.0% is a conservative estimate and assumes that the inflationary pressures of recent years
will partially subside for the 2026-2030 period. It is noted that, where possible, Hydro Ottawa
mitigates commodity price risk exposure through provisions in long-term contracts with

suppliers.

Hydro Ottawa has negotiated escalation rates between 2.0% and 3.3% for certain outside
services in support of executing OM&A and capital work programs in the earlier years of the

Custom IR period.

Forward-looking inflation forecasts from major Canadian banks and the Conference Board of
Canada typically align with the Bank of Canada’s 2% inflation target. However, forecasts for
near-term inflation have increased and there is a growing degree of variability caused by
uncertain tariff policies. A March 13, 2025 article in the Globe and Mail entitled “Tariffs Leave
Households and Bosses Bracing for Steeper Inflation”’ indicated that there is an expectation of

increasing inflation in 2025.

“While the annual pace of inflation has generally been on a downward trajectory for
more than two years, and measured 1.9 per cent in January, households fear the
barrage of tariffs Canada and the U.S. have slapped on each other will push the
inflation rate to 4.1 per cent over the next year. Likewise, business leaders surveyed

in February expect inflation to climb over the next 12 months to 3.3 per cent.”

Figure 17 below shows business and consumer inflation expectations over the next year
according to the Bank of Canada’s Business Outlook Survey and Canadian Survey of

Consumer Expectations.?®

2" The Globe and Mail, Tariffs leave households and bosses bracing for steeper inflation, March 13, 2025.

2 Bank of Canada, 2024 Q4 Business Outlook Survey (BOS_2024Q4_C8_S2: Input price growth, change over the
next 12 months) and Canadian Survey of Consumer Expectations (CES_C1_SHORT_TERM: 1-year-ahead inflation
expectations). 2025 Q1 data is from The Globe and Mail.
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Figure 17 - Canadian Inflation Expectations
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The price of commodities and industrial products purchased by utilities has increased at a rate
higher than economy-wide inflation. The overall rate of inflation has declined, however, the
extent that the price of commodities and equipment used by utilities has outpaced the
economy-wide rate of inflation has continued. The extent that inflation relevant to utilities
exceeds overall inflation can be expressed as a “utility inflation rate adjustment”. Table 32
considers the inflation of utility-related machinery and equipment over the last five years and
adjusts this rate downward to account for the lower forecast of the overall rate of inflation that is
expected in the future. This calculation uses an economy-wide inflation rate of 2.0%, consistent
with the Bank of Canada target, though this rate of inflation is conservative given the increase in
inflation expectations. Inflation rates for machinery and equipment (overall and utility-specific)

given in the table are the annual average inflation rates as shown in Table 8.
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Table 32 - Utility-related Machinery and Equipment Inflation®

Utilities machinery and equipment inflation (Table 8) ‘ 6.9% A

Overall machinery and equipment inflation (Table 8) 4.1% B
2.6% C=(1+A)/(1+B)-1

Utility inflation rate adjustment ‘
Forecast 2026-2030 inflation | 20% |D

2026-2030 Utility inflation 47% |E=(1+C)*(1+D)-1

This approach suggests if inflation were to decline from 4.1%, as it was for machinery and
equipment in the 2020 to 2024 period, to 2.0% over the 2026 to 2030 period, and if the rate of
utility-related inflation continues to exceed overall inflation to the same extent, then the inflation
rate for utility-related machinery and equipment will be approximately 4.7%. This projection of
approximately 4.7% aligns with the inflation rates included in Hydro Ottawa's Application
(ranging from 2.1% to 5%) which Hydro Ottawa considers a conservative approach to the

benefit of ratepayers.

The increases in the cost of commodities used in the electricity sector have significantly
outpaced the overall rate of inflation and the rate that is included in the OEB’s inflation
calculation in the last five years. Table 33 below summarizes the increases in commodity costs
from Tables 9 to 15 in Section 3.2.

2 Rounded numbers are presented in Table 32. Specifically ltem A within the calculation is 6.851% while item B is
4.125%.
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Table 33 - Summary of Commodity Price Increases

Total Increase

Annual Average  Total Increase

Commodity Index Increase 2020-2024 Above .OEB
Inflation

Regular Gasoline 12.2% 58.3% 44 .4%
Diesel Fuel 12.6% 60.6% 46.7%
Copper 11.2% 52.8% 38.9%
Aluminum 11.2% 53.2% 39.3%
Wood Poles 11.0% 51.8% 37.9%
Steel 6.1% 26.6% 12.7%
Grain-Oriented Electrical Steel 20.0% 107.2% 93.3%
OEB Inflation (GDP-IPI) 3.3% 13.9%

The higher rate of inflation is also reflected in the utility and electricity equipment-specific price
indices that are measured by Statistics Canada and FRED. Table 34 summarizes the increases

in industrial product indices from Table 8 of Section 3.1 and Tables 16 to 23 of Section 3.3.
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1 Table 34 - Summary of Industrial Product Indices
Annual Total Total Increase
Industrial Product Index Average Increase Above OEB
Increase 2020-2024 Inflation
Utility Machinery and Equipment 6.9% 30.3% 16.4%
Metal Building and Construction Materials 10.2% 47.4% 33.5%
Com.ml.mlcanon and Electric Wire and Cable 13.3% 64.8% 50 9%
(Statistics Canada)
Power, Distribution and Other Transformers, and 11.9% 56.9% 43.0%
Transformer Parts
Switchgear, Switchboards, Relays, and Industrial 11.3% 53 6% 39 7%
Control Apparatus
Electrical Equipment Manufacturing 9.4% 43.0% 29.1%
Electric Pov.ver and Specialty Transformer 13.9% 68.3% 54 4%
Manufacturing
Communication and Energy Wire Manufacturing o 0 o
Price (FRED) 11.8% 56.3% 42.4%
Electricity Distribution Producer Price Index 6.3% 27.9% 14.0%
OEB Inflation (GDP-IPI) 3.3% 13.9%

3 The extent that commodity and utility product indices have increased at a rate higher than
4 overall inflation is generally in line with Hydro Ottawa’s capital material and equipment cost

5 experience over the same period.

7 Table 35 below summarizes Hydro Ottawa’s unit cost increases for frequently procured items
8 over the 2020 to 2024 period from Tables 25 to 30 in Section 4.2.
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Table 35 - Summary of Frequently Procured Item Price Increases

Hydro Ottawa Frequently Procured

Items

Annual Average
Increase

Total Increase
Above OEB
Inflation

Total Increase
2020-2024

Cables (Low) 5.5% 23.7% 9.8%
Cables (High) 10.2% 47.3% 33.4%
Transformers (Low) 22.3% 124.0% 110.1%
Transformers (High) 29.6% 182.4% 168.5%
Switchgear (Low) 57% 24.7% 10.8%
Switchgear (High) 12.4% 59.5% 45.6%
Poles (Low) 11.3% 53.5% 39.6%
Poles (High) 21.8% 120.2% 106.3%
Meters 18.0% 93.8% 79.9%
Vehicles (Low)* 7.3% 23.5% 9.6%
Vehicles (High)*' 12.7% 43.1% 29.2%
OEB Inflation (GDP-IPI) 3.3% 13.9%

The Canadian Dollar (CAD) has depreciated against the United States Dollar (USD) over the
period January 1, 2020 to February 28, 2025, as shown in Figure 18. The CAD hit a 22-year low
against the USD on January 31, 2025. Given the recent depreciation of the CAD, the price of

commodities purchased by Canadian utilities is expected to increase further since most

commodities are traded on global markets priced in USD. Furthermore, many industrial products

purchased by Canadian utilities are manufactured abroad, and even those items manufactured

in Canada often require a significant amount of components to be imported from the United

States.

302021-2024
% Ibid
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The CAD is not expected to strengthen in the foreseeable future® due to a rising unemployment
rate, interest rate policy divergence between the Bank of Canada and the US Federal Reserve,
and concerns about the magnitude and duration of import tariffs with key trading partners,
including the United States and China. The weak CAD is expected to compound the inflationary
trends described in the foregoing sections of this Schedule, as Canadian vendors continue to

adjust prices to account for a weak Canadian dollar.

Figure 18 — United States Dollar / Canadian Dollar Cross (USDCAD)
January 2020 to February 2025%*
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In summary, Hydro Ottawa's OM&A and capital expenditures were higher than planned in the
2021-2024 period in part due to the impact of higher than budgeted inflation. This inflationary
impact was not sufficiently compensated by the annual OEB inflation adjustment as the OEB
inflation adjustment is based on broader, economy-wide indices and also lags behind the impact

of actual current-year inflation experienced. The inflationary adjustment as per Hydro Ottawa’s

32 Morningstar, A Grim Outlook for the Canadian Dollar in 2025 , January 3, 2025.
3 Bank of Canada, Daily Exchange Rates
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2021-2025 Settlement Agreement®* applied only to OM&A. Hydro Ottawa’s 2021-2025
OEB-Approved capital expenditures did not include inflationary increases and further included a

0.6% annual capital stretch factor.

The electricity industry has experienced a greater inflationary impact (on equipment, materials
and supplies it commonly uses) than the general economy has. On a forecast basis, although
the rate of inflation is decreasing, the impact of inflation on equipment and materials used in the
electricity industry is expected to continue to exceed the average rate of inflation. This
expectation is based on the historical experience of inflation for equipment and materials used
in the electricity industry being higher than the average rate of inflation, cost pressures
associated with continued industry higher demand, longer lead time supply issues and the

uncertainty associated with resource and manufacturing base tariffs.

For the Test Years, Hydro Ottawa has included annual inflationary increases to spending on
materials and equipment in the range of 2.1% to 5.0%. Hydro Ottawa views this range as
conservative as it is materially lower than its Historical inflation experiences over the last five
years. Please note any potential US and Canadian tariffs and related economic impacts have
not been considered. Please see Schedule 1-3-1 Rate Setting Framework for the proposed

treatment of tariffs during the 2026-2030 rate period.

34 Hydro Ottawa Limited, 2021-2025 Custom Incentive Rate-Setting Approved Settlement Agreement, EB-2019-0261
(September 18, 2020).
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RATE SETTING FRAMEWORK

1. INTRODUCTION AND OVERVIEW

This Schedule presents Hydro Ottawa’s custom rate framework for the 2026-2030 rate term. As
detailed in Schedule 1-2-2 - Distribution System Overview, Hydro Ottawa's service area is currently
undergoing a period of significant demographic expansion, a trend that is expected to persist in the
foreseeable future. The City of Ottawa's official long-term development plan projects a 15%
increase in population between 2021 and 2031, with an overall growth of 33% anticipated by 2046."
This expansion will manifest in various forms, including the construction of new mixed-use
commercial and residential developments, the densification of the urban core, and continued
suburban expansion in the eastern, western, and southern sectors of the city. To meet provincial
housing objectives, Ottawa has committed to the creation of 151,000 new residential units by 2031,

which translates to approximately 15,100 new units annually.?

These growth drivers underlie the forecast presented in Figure 1 below which shows the cumulative
large load requests that Hydro Ottawa has received as of January 1, 2025. The projected growth
includes numerous large projects, ranging from 5 MVA to 57 MVA, to be undertaken by customers
such as universities and hospitals, technology firms and federal agencies. Electrified heating and
transportation to align with municipal and federal decarbonization goals are the primary drivers for
the majority of these large load requests. For more detailed information please see Schedule 2-5-4 -

Asset Management Process at section 9.4.1.1.

' City of Ottawa, “Growth Projections for Ottawa: 2018-2046,”

https://ottawa.ca/en/living-ottawa/statistics-and-demographics/growth-projections-ottawa-2018-2046#section-26e79cf6-0a
3c-4ab0-92fe-6a0c44150b93

2 City of Ottawa, “Committee receives progress report on housing pledge targets,”
https://ottawa.ca/en/city-hall/city-news/newsroom/committee-receives-progress-report-housing-pledge-targets

Rate Framework and Performance Outcomes Rate Setting Framework
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Figure 1 - Cumulative (MVA) Large Load Requests
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In addition to growth and electrification, Hydro Ottawa’s 2026-2030 Distribution System Plan

delivers on three other investment priorities that were determined through a comprehensive

analysis that considered customer preferences identified through engagement, system needs,

historical system performance, and trends identified through the business planning process.

3

Altogether the DSP focuses on four key investment priorities:

Growth & Electrification - Powering the Growing Community: Focusing on expanding grid

capacity to serve a growing community and ensure a reliable, resilient electricity system capable

of meeting increasing demand driven by new customer connections and distributed energy

resources (DERSs).

3 For further details on Hydro Ottawa’s business planning process, see Schedule 1-2-3 - Business Plan.
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2. Renewing Deteriorating Infrastructure: Focusing on mitigating reliability risk by strategically
upgrading or replacing deteriorating and critical infrastructure, prioritizing assets with the
greatest impact on system reliability and safety based on condition assessments.

3. Grid Modernization - Enabling the Energy Transition: Focusing on modernizing the grid
through strategic technology adoption and infrastructure upgrades to enable the energy
transition, facilitate customer participation, and optimize DER integration, thereby enhancing
grid capabilities and efficiency.

4. Enhancing Grid Resilience: Focusing on enhancing grid resilience by proactively upgrading
infrastructure and implementing measures to protect against increasingly frequent and intense

severe weather events and cyber threats.

The DSP investment priorities are supported by two foundational focuses: Managing Rising Costs
and Investing in the Workforce. In all aspects of planning, execution and performance monitoring,
Hydro Ottawa emphasizes maintaining affordability for customers while ensuring a reliable and
resilient electricity system to meet growing demand. To accomplish the priorities set out in this plan,
Hydro Ottawa recognizes the importance of workforce development and safety to ensure a skilled

and secure energy future.

To accommodate these investment priorities Hydro Ottawa is forecasting significant increases in
both capital and OM&A expenditures over the 2026-2030 period.

Figure 2 below shows that capital investment needs in the next rate period are nearly doubling
compared to the 2021-2025 rate term. These needs are founded upon a thorough assessment of
current infrastructure conditions based on detailed engineering studies, anticipated load growth and
capacity requirements driven by both organic expansion and the significant acceleration of
electrification, and grid enhancement and modernization imperatives to improve resilience, integrate
distributed energy resources and support a decarbonized energy future. For more information

please refer to Schedule 2-5-4 - Asset Management Process.

Rate Framework and Performance Outcomes Rate Setting Framework
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Figure 2 - Summary of 2021-2030 Annual Capital Expenditures ($°000 000s)
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The proposed increase in capital necessitates a corresponding increase in OM&A expenditures, as

shown in Figure 3 below to hire and retain the necessary resources to support the execution of the

capital program, and to fund enhanced testing and asset inspection programs to manage system

health and reliability with constrained levels of renewal investment relative to the condition needs of

the assets. Furthermore, escalating IT costs associated with extreme weather resilience and the

implementation of advanced technologies, including cyber security measures for digital and

Al-driven systems, must be factored into the OM&A budget to ensure operational continuity and

security amidst evolving environmental and technological challenges.
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Figure 3 - Summary of 2021-2030 Annual OM&A Expenses ($°000 000s)*
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2. RATE-SETTING OPTIONS

There are three incentive rate-setting (IR) options for electricity distributors:

e Price Cap IR: Base rates are set through a cost of service process for the first year and the
rates for the following four years are adjusted using an inflationary index minus a productivity
factor.

e Custom IR: Rates are set for five years considering a five-year forecast of the utility’s costs and
sales volumes. This method is intended to be customized to fit the specific utility’s
circumstances.

e Annual IR Index: Existing rates are escalated using the annual adjustment under Price Cap IR,

without a rebasing cost of service review.

4 2027-2030 illustrates the OM&A outcome of Hydro Ottawa’s Custom Revenue OM&A Factor.

Rate Framework and Performance Outcomes Rate Setting Framework
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Hydro Ottawa considered these options above from the perspective of being able to provide the
necessary funding to enable the utility to carry out the investments summarized above and detailed
through this application. This assessment ruled out the option of Annual IR because it precludes
rebasing. The Price Cap IR option allows Hydro Ottawa to rebase, but limits rate increases in the
outer years of the rate period to inflationary adjustments. This constraint poses a significant
challenge for Hydro Ottawa given that its service territory is experiencing accelerated electrification

and unprecedented levels of growth.

To be able to serve its customers during this period of surging demand, Hydro Ottawa must make
significant capital investments which cannot be funded under the standard Price Cap IR option. The
Advanced Capital Module (ACM) available under Price Cap IR is not compatible with the large
multi-year capital investments required to expand and modernize the grid for the future. ACM
necessitates annual regulatory approvals over the rate term and thus carries regulatory cost and
uncertainty which can hinder Hydro Ottawa’s ability to complete the work that is necessary to serve

its customers and prepare its grid for electrification.

Hydro Ottawa requires a tailored framework to plan and execute its investments quickly and
cost-effectively over the 2026-2030 rate period, and has determined that a Custom IR approach is
the only suitable method to achieve these objectives. The need for flexible and responsive planning
and regulatory frameworks to support the government of Ontario’s pro-growth vision is underscored

by the Ministry of Energy and Electrification’s December 2024 Letter of Direction to the OEB:

Planning for Growth Ontario’s economy and the day-to-day lives of its 15 million residents
depend on a reliable energy system that delivers power on demand. As a result of the

government’s work over the past six years, demand on that system is growing quickly.

To meet this challenge, Ontario needs planning and regulatory frameworks that are flexible
and will get infrastructure and resources built quickly and cost-effectively to support the

government’s pro-growth agenda. This includes ensuring regulated utilities critical to

Rate Framework and Performance Outcomes Rate Setting Framework
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Ontario’s growth can earn a fair rate of return to enable rational expansion and maintenance
of the electricity and natural gas systems. The OEB will play a critical role in creating that

environment, while balancing the need for continued affordability for customers

In addition to the need for revenue requirement to align with the growth in Hydro Ottawa’s service
territory, a custom approach was also required to support an appropriate rate design that required a
five year load forecast and five cost allocation models. Without this approach, class level revenue
requirements allocation would not accurately reflect class level revenue requirement drivers

throughout the rate term.

The proposed 2026-2030 framework builds on the design of prior successful Custom IR
frameworks, with purposeful refinements to address the unique circumstances of the upcoming rate
period: rapid growth and accelerated electrification coupled with the need to invest in system
renewal and enhancements to maintain a safe and reliable grid, and prepare for a future that is
unlike the past. This framework enables critical investments in the grid to provide continued access
to safe and reliable power, while preserving the utility’s financial stability and ensuring rate

predictability, service quality and reliability for customers.

3. PROPOSED RATE FRAMEWORK

Hydro Ottawa is proposing a revenue cap rate setting model for the 2026-2030 period, utilizing a
structure analogous to the utility’s previous methodology. For ease of reference, Table 1 below
compares the key elements of Hydro Ottawa’s 2021-2025 Custom IR Framework and the proposed

2026-2030 Custom IR Framework. Each of these elements is further discussed below.
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Table 1 - Hydro Ottawa’s Current vs. Proposed Custom Rate Frameworks

2021-2025 Custom IR Rate Framework

2026-2030 Custom IR Rate Framework

RATE-SETTING METHODOLOGY
Year 1 Capital Capital Forecast with no inflation and Capital Forecast with inflation, stretch
Related Scientific Research & Experimental ($6.9M) embedded through identified
Funding Development SR&ED tax credits efficiencies, SR&ED tax credits and
contributions. Standard Rebasing for accelerated Capital Cost Allowance (CCA)
Working Capital Allowance (WCA), Cost contribution. Standard Rebasing for WCA,
of Capital and Payments in Lieu of Taxes | Cost of Capital and PILs. Recovery of
(PILs). accelerated CCA for 2026.
Years 2-5: Starting in year 2 a Capital Stretch Factor | Capital Forecast with inflation and stretch
Capital Related | was applied of 0.60% (0.45% plus embedded through identified efficiencies
Funding 0.15%). For the remaining years the and SR&ED tax credits and 2027
Capital Stretch Factor was annually accelerated Capital Cost Allowance (CCA)
increased by a value of 0.60%. contribution.
Working Capital: OEB Generic WCA Working Capital: OEB Generic WCA
factor of 7.5% applied to the 2021 test factor of 7.5% applied to annual estimated
year Power Purchases and OM&A, Power Purchases (utilizing revenue load
escalated by inflation (1) forecast inclusive of electrification) and test
year OM&A escalated by inflation and
growth (I + G).
Cost of Capital: Mid-term adjustment in Cost of Capital: Fixed for all 5 years based
2024 to update for OEB cost of capital on OEB'’s 2026 Cost of Capital parameters
parameters for return on equity to be which will be issued in the fall of 2025.
used for 2024 & 2025.
Payments in Lieu of Taxes: utilized the Payments in Lieu of Taxes: Fixed for all 5
5 year capital forecast and updated years with no adjustments.
annually for inflation impact of working Recovery of accelerated CCA for 2026 and
capital component of rate base and 2027.
mid-term adjustment for ROE cost of
capital parameter for 2024 and 2025.
Year 1 OM&A Standard Cost of Service rebasing Standard Cost of Service rebasing with
Funding embedded stretch

Rate Framework and Performance Outcomes
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2026-2030 Custom IR Rate Framework

Years 2-5
OM&A Funding

Year 1 escalated by annual Custom
Price Escalation Factor (CPEF)
composed of | — X + G where:

Year 1 escalated by annual Custom
Revenue OM&A Factor (CROF)
composed of | — X + G where:

| = OEB Inflation Factor

| = OEB Inflation Factor

X =0.45% derived from PEG Model
(based on under reporting of secondary
lines)

X =0.15%, based on the outputs of the
adjusted PEG’s Model (Attachment 1-3-3
(A) - PEG Benchmarking Analysis) with an
adjustment to recognize the embedded
stretch productivity in base OM&A capped
at maintaining a 0.15% stretch factor.

G = 0.34% calculated using forecasted
customer growth rate based on the
2021-2025 load forecast multiplied by a
0.35 scaling factor.

G = 3.23% calculated using forecasted
customer and system capacity growth,
weighted using the assumptions in the
OEB’s cost allocation model for OM&A.

Other Revenue

Mix of some other revenue set for 5 years
while other revenue and rates were
updated based on OEB approved
inflation.

Set both rates and revenue for 5 years.
Where rates are proposed to be adjusted in
years 2 to 5 based on inflation, set rate of
2.1% for all four years (no adjustment
based on the OEB approved inflation
factor)

OTHER ELEMENTS OF THE RATE FRAMEWORK

Asymmetrical ESM account on a 50/50
basis above a dead band of 150 basis
points if the utility’s efficiency cohort

Earnings Asymmetrical ESM account on a 50/50
Sharing basis with no dead band

Mechanism

Performance A Performance Outcomes Accountability
Incentives Mechanism deferral account to link the

execution of certain aspects of Hydro
Ottawa’s DSP to the recovery of amounts
included in the agreed-upon revenue
requirement

determined by the adjusted PEG (as
described in Attachment 1-3-3 (A) - PEG
Benchmarking Analysis) remains constant
or reduces over the rate period.

Off-Ramp and
Z-Factor

In accordance with standard OEB policy

In accordance with standard OEB policy

Rate Framework and Performance Outcomes
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2026-2030 Custom IR Rate Framework

Capital Asymmetrical sub-account to track Asymmetrical sub-account to track
Variance underspending in System Access underspending in System Access (except
Accounts (excluding plant relocation and residential | investments related to third-party plant
expansion). relocations, and commercial and residential
expansions (Growth Capital Development
Additions which are tracked in another
sub-account as detailed below)
Asymmetrical sub-account to track Asymmetrical sub-account to track
underspending in System Renewal and underspending in System Renewal and
System Service System Service (except capacity upgrades
to enable housing developments which are
tracked in another sub-account as detailed
below)
Asymmetrical sub-account to track Asymmetrical sub-account to track
underspending in General Plant underspending in General Plant
Symmetrical sub-account to record Symmetrical sub-account to record
System Access over/underspending over/underspending in System Access
driven by third-party plant relocations and | investments related by third-party plant
residential expansion relocations, commercial and residential
expansion, and in System Service
investments related to capacity upgrades to
enable housing developments (together as
Growth Capital Development Additions).
CCRA Variance | Symmetrical account for CCRA Symmetrical account for CCRA payments
Account payments to HONI including both new to HONI including both new contributions
contribution and true-ups and true-ups
Non-Wires N/A Symmetrical account to capture NWS
Solutions costs in other revenue and OM&A, net of
(NWS) Variance any external funding related to NWS
Account
Large Load N/A Symmetrical account to capture revenue
Revenue variances associated with differences in
Variance volume and timing of large loads adjusted
Account into the load forecast (as presented in Table

8 of Schedule 3-1-1) to actual billing load,
net of contribution adjustments

Rate Framework and Performance Outcomes
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2021-2025 Custom IR Rate Framework 2026-2030 Custom IR Rate Framework

Tariff Impact N/A Asymmetrical account to track global tariff
Deferral related costs
Account

The proposed framework and the evidence underlying the investment plans for which Hydro Ottawa

seeks rate funding in this application meets the key standards as outlined in the OEB’s Handbook

for Utility Rate Applications and consistent with the Renewed Regulatory Framework (RRF), as

follows:

Term: A five year rate term based on forecasts, designed to include productivity gains and
financial incentives that foster continuous improvement.

Annual Rate Adjustment: The CROF incorporates adjustments for inflation, productivity, and
an annual growth factor as summarized above and further detailed in Sections 3.1 - 3.3 below.
Benchmarking: Internal and external benchmarking have been incorporated into the
application that analyze specific measures and programs against industry and peer comparator
groups, as well as to assess Hydro Ottawa’s continuous improvement over time. The following
schedules provide a clear understanding that Hydro Ottawa compares well against its peer and

the industry average

These analyses include:

e An in-depth review and analysis of the current PEG Model (Attachment 1-3-3(A) - PEG
Benchmarking Analysis, as well as Excel Attachment 1-3-3(G) - OEB Benchmarking
Spreadsheet Forecast Model);

e Activity and Program Based Benchmarking (Attachment 1-3-3(B) - Activity and
Program-Based Benchmarking Analysis)

e Electric Utility Scorecards (Attachment 1-3-3(C) - Electricity Ultility Scorecard

Benchmarking Analysis); and

Rate Framework and Performance Outcomes Rate Setting Framework
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e Supplementary industry measures related to utility characteristics, labour force, cost
ratios, loss factor and outage cause codes (Attachment 1-3-3(D) - Supplemental Industry

Benchmarking Analysis).

Utilizing the OEB Open Source Data, these analyses provide a comparative assessment of
Hydro Ottawa’s performance against its own historical performance, against relevant peer
groups among Ontario electricity distributors, and against the provincial average. Furthermore,
Hydro Ottawa has conducted external benchmarking studies, which analyze the utility's cost
performance for IT and Compensation relative to industry peers. These reports can be found at
Attachment 1-3-3(E) - Hydro Ottawa Enterprise IT Spending & Staffing Benchmark and
Attachment 1-3-3(F) - Compensation Benchmarking Study.

Performance Metrics: Hydro Ottawa is proposing a comprehensive custom scorecard which
includes 22 measures aligned to the outcomes identified in this Application. Further details on
the Custom Performance Scorecard can be found in Schedule 1-3-2 - Proposed Annual
Reporting.

Updates: Aside from inflation updates using the OEB’s standard inflation factor (impacting
OM&A and as such working capital), Hydro Ottawa is not proposing any annual updates to the
rate framework, which means that as part of this framework customers will have the benefit of
rate stability and predictability.

Protecting Customers: In addition to efficiency gains and productivity incentives that are built
into the investment plan and proposed rate framework, this Application includes numerous
asymmetrical variance accounts to protect customers in the event of underspending, as well as
an Earnings Sharing Mechanism to safeguard against excessive utility earnings. Further details

on these mechanisms can be found in section 3.5 below.

The proposed framework funds the capital related revenue requirement that is necessary to execute

Hydro Ottawa’s 2026-2030 Distribution System Plan. This plan reflects a comprehensive investment

Rate Framework and Performance Outcomes Rate Setting Framework
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strategy that aligns with customer expectations, addresses the evolving needs of Hydro Ottawa's
electricity grid and incorporates key improvements, including enhanced asset management
processes, expanded grid modernization and resilience planning, updated system capacity

assessments, and refined long-term forecasting based on customer feedback and system needs.

Table 2 below presents the capital related revenue funded by the proposed rate framework.
Consistent with Hydro’s Ottawa's current rate framework approved for the 2021-2025 rate period,
this revenue is not escalated by an annual index, but rather is funded on a forecasted basis. In this
proposed approach, Hydro Ottawa bears the risk of capital-related inflation, and customers receive
the benefit of productivity savings upfront that have been built into the capital forecast. Each of

these elements are further described below.

Table 2 — 2026-2030 Capital Revenue Requirement, net of revenue offset ($°000 000s)°
2026F 2027F 2028F 2029F 2030F Total

Amortization/Depreciation $67.2 $754 $823 $88.4 $944 $407.6
Income Taxes (Grossed up) $6.6 $6.5 $12.2 $127 $154 $535
Deemed Interest Expense $36.4 $404 $45.3 $49.0 $51.7| $2228
Return on Deemed Equity $55.2 $61.3 $68.7 $744 $785 $337.9
Capital related revenue requirement $165.4| $183.6| $208.4| $2244| $240.0( $1,021.8

3.1.1 Capital Inflation

Hydro Ottawa's proposed rate framework places the risk of capital-related inflation on the utility to
manage over the 2026-2030 rate period. This approach represents a significant risk in light of
recent history whereby inflation reached a 40-year high in 2022, and in contrast with other rate
frameworks approved by the OEB which provide for inflationary adjustments to capital related

revenue.® By fixing capital-related inflation for the purposes of setting rates, Hydro Ottawa is taking

% Property Taxes was included into capital related spending as part of Hydro Ottawa’s capital related stretch factor,
however has not been included as part of revenue requirements presented in this table.

¢ For example, Ontario Energy Board, Partial Decision and Order - Toronto Hydro-Electric System LTD Application for
electricity distribution rates beginning January 1, 2025, EB-2023-0195 (November 12, 2024).
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on incremental financial risk and responsibility to provide customers greater protection and rate
stability and predictability over the term. For more information regarding the inflationary assumption
built into Hydro Ottawa’s capital plan please refer to Schedule 1-2-5 Impacts of Inflationary
Pressure.

3.1.2 Capital Productivity

As discussed in Schedule 1-3-4 - Facilitating Innovation and Continuous Improvement Hydro
Ottawa is committed to fostering a culture of innovation and continuous improvement across its
operations. The utility has cultivated a robust track record with respect to the following: applying
innovative practices and solutions to serving customers and to planning and operating the
distribution system; prioritizing productivity, savings, efficiencies and cost reductions in the
execution of its programs and projects; and pursuing continuous improvement in all aspects of its

business activity.

During the 2021-2025 rate term, Hydro Ottawa enhanced its operational efficiency and productivity
in a host of different ways allowing it to embed estimated savings in capital expenditures and
additions that flow through the capital related costs providing customers with increased benefit

starting in year one of the rate plan.

As an example, as detailed in section 3.1.1.2 of Schedule 1-3-4 Facilitating Innovation and
Continuous Improvement, Hydro Ottawa was able to achieve a significant reduction in average
annual labour hours on the planned pole renewal program in System Renewal. While these savings
have only been sustained over a relatively short period of time, the utility applied the efficiency
assumptions to stretch its capital expenditure plan, taking the risk that it can sustain these
productivity savings over the 2026-2030 rate period to deliver its plan during a period of

unprecedented growth.

Hydro Ottawa embedded these productivity savings assumptions in the capital expenditures plan in
the DSP. Table 3 below shows the required and proposed capital expenditures and the stretch

amounts that have been built into the proposed plan.
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Table 3 — 2026-2030 Required and Proposed Capital Expenditures ($°000 000s)

2026-2030

Required Proposed Stretch $ Stretch %
Capital Expenditures $1,230 $ 1,195 ($35) (2.9%)

Table 4 below shows the application of the embedded stretch to the 2026-2030 capital related

revenue requirement (excluding property tax).

Table 4 — 2026-2030 Capital Related Revenue Requirement Savings ($°000s)

2026-2030

Average
Required Proposed | Stretch $ | Stretch %

$1,028,547| $1,021,817| ($6,731) (0.65%)

Capital Related Revenue Requirement

3.1.3 Working Capital

As outlined in Schedule 2-3-1 - Working Capital Requirement, Hydro Ottawa proposes to apply the
OEB generic 7.5% WCA factor to the annual estimated Cost of Power (COP) based on the utility’s
load forecast presented in Schedule 3-1-1 - Revenue Load and Customer Forecast. This approach
recognizes the significant electrification built into the 2026-2030 load forecast, which provides an
upfront rate benefit to customers (by reducing rates based on estimated future customer load
forecasts not captured by the base load forecast), and should be duly reflected in the flow-through

COP expense (by using the same customer load forecast data).

Test year OM&A is used for the first year WCA calculation and thereafter it is proposed to use the
base year OM&A escalated by inflation and growth. Productivity has not been included as the main
driver of working capital costs are costs associated with generation and transmission. Productivity
related to the cost drivers of these activities are managed by the IESO and transmitters and
monitored by the OEB in their respective applications. As such, Hydro Ottawa should not be

required to manage any expected cost increases related to these items.
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3.1.4 Cost of Capital

Hydro Ottawa’s proposed capital structure is in accordance with the OEB guidelines provided in the
Decision and Order, Generic Proceeding - Cost of Capital and Other Matters (EB-2024-0063)
issued on March 27, 2025 (2025 OEB Cost of Capital Decision and Order). Hydro Ottawa targets a
60:40 debt to equity range. The 60% debt component is comprised of a targeted split between 56%
long-term debt and 4% short-term debt.

Hydro Ottawa proposes to incorporate the ROE and short-term debt as set by the OEB while the
long-term debt primarily relies on the embedded or actual cost of long-term debt and only uses the

deemed long-term debt rate as a proxy to bridge the period between external financings.

As part of this Original evidence, Hydro Ottawa is using the 2025 cost of capital parameters,
published by the OEB in its Decision and Order, Generic Proceeding - Cost of Capital and Other
Matters (EB-2024-0063) dated March 27, 2025, as a placeholder. This approach is further outlined
in Schedule 5-1-1 - Cost of Capital and Capital Structure.

Please see Table 5 for a summary of the cost of capital parameters.

Table 5 — Summary of Cost of Capital Parameters

Placeholder ROE’ Placeholder Placeholder

Rates Effective Long-Term Debt® Short-Term Debt®

(fixed for 2026-2030)

(fixed for 2026-2030) (fixed for 2026-2030)
January 1, 2026 - December 31, 2030 9.00% 3.96% 3.91%

Please see Section 2.4.1 of Attachment 1-3-3(D) - Supplemental Industry Benchmarking Analysis
for a presentation of a weighted average cost of Debt comparison to illustrate Hydro Ottawa’s

performance to that of the industry and established peer groups.

" To be updated based on the ROE for 2026 to be set by the OEB in the fall of 2025.
8 To be updated as per Schedule 5-1-1 Cost of Capital and Capital Structure
® To be updated based on the Short-Term Debt rate for 2026 to be set by the OEB in the fall of 2025.
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3.1.5 Payments in Lieu of Taxes

Hydro Ottawa exercises sound tax planning and manages its tax costs diligently in order to
minimize costs. As required, the utility maximizes tax deductions such as Capital Cost Allowance,
and takes advantage of available tax credits, such as apprentice tax credits, student co-op tax

credits, and scientific research and experimental development (SR&ED) tax credits.

Hydro Ottawa proposes to incorporate two unique factors related to PILs as part of the 2026-2030

rate period.

Hydro Ottawa proposes to provide rate payers the benefit of SR&ED tax credits reflected as a
reduction in capital expenditures (by way of a capital contribution) and/or OM&A expenses for each
Test Year. This provides benefits in two ways to customers. The capital expenditures reduction
provides reduced ROE and cost of debt over the life of the associated assets while the reduction in
OMG&A provides immediate benefit to customers in OM&A and provides a smaller base in which to
inflate costs over the rate term. A similar approach was approved as part of Hydro Ottawa
2021-2025 CIR Application.

As described in Schedule 6-2-1 - Payments in Lieu of Taxes, Accelerated CCA (related to Bill C-97
the Budget Implementation Act, 2019) is no longer available after 2027. This rule allows enhanced
first-year tax depreciation on eligible capital assets acquired and available for use after November
20, 2018. Accelerated CCA does not change the total amount of CCA that Hydro Ottawa can
deduct over the tax life of the eligible capital assets. This Accelerated CCA is only available to be
claimed in the first tax year that the eligible capital assets are acquired and available for use. By
claiming a larger CCA deduction in the first year, Hydro Ottawa will have smaller CCA deductions

available in future years.

Previous to this CIR Application, Hydro Ottawa has provided benefit to current customers by either
refunding the tax saving through Account 1592 PILS and Tax Variance or providing an immediate

benefit through rates. For the two remaining years, namely 2026 and 2027, Hydro Ottawa proposes
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to instead collect the 2026 and 2027 accelerated PILS benefit and create an offsetting capital
contribution as part of ratebase. Similar to the SR&ED tax credits, this will provide rate payers cost
reduction over the life of the associated assets through a reduced cost of capital (ROE and Debt).
This reduces intergenerational equity issues that arise in the context of deferred taxes when income
tax decisions in the present have long-term tax implications for future generations. Please also see

Schedule 6-1-1 - Revenue Requirement and Revenue Deficiency or Sufficiency.

Hydro Ottawa also proposes to dispose of amounts currently in Account 1592 PILS and Tax
Variance for 2021 Immediate expensing measures in the same manner. Please see Schedule 9-1-4

- Account 1592 PILS and Tax Variance for more details.

The intention would be to treat any extension (if applicable) to either accelerated CCA or immediate

expensing in a similar way.

3.1.6 Property Taxes

In the Regulatory framework, property taxes are not considered an OM&A expenditure and are part
of the capital related funding requirements. In specific circumstances property taxes are recorded
outside USoA Account 6105.

Hydro Ottawa has estimated a base year property tax value of $3.7M in 2026. These amounts are
estimated based on current property tax payments with projected increases. They are recorded in
three USofA accounts: 6105 Taxes Other Than Income Taxes, 5012 Station Buildings and Fixtures
Expense, and 5015 Transformer Station Equipment - Operation Supplies and Expenses. Hydro
Ottawa proposes to escalate property taxes over the rate term using the OM&A CROF, as outlined
in the following section of this schedule. As a result, unless otherwise noted property taxes have

been included in OM&A totals through this application.
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The proposed rate framework provides OM&A funding in years two through five of the rate period
(i.e. 2027-2030), using a custom annual adjustment known as the Custom Revenue OM&A Factor

(CROF). Table 6 below outlines the components of this factor.

Table 6: Custom Revenue OM&A Factor (CROF) Components

CROF=1-X+G

Component Methodology Value

I Standard OEB inflation factor methodology; to be updated 2.10%"
annually based on OEB parameters.

X Two components: Productivity factor of 0% ; Stretch Factor as 0.15%
per PEG Model of 0.30% reduced by embedded productivity in
test year (capped at 0.15%); fixed throughout the term.

G Weighted growth factor composed of customer count and 3.23%
system capacity Compound Annual Growth Rates (CAGR)
weighted in accordance with the assumptions in the OEB cost
allocation model; fixed throughout the term.

CROF Custom Revenue OM&A Factor 5.18%

The following sections describe the components of the CROF in further detail.

3.21. Inflation Factor

For the purposes of rate modelling provided in this Application, Hydro Ottawa used a forecasted
inflation factor of 2.10%. However, consistent with standard OEB policy, in years two to five of the
custom rate period (i.e. 2027-2030) Hydro Ottawa intends to update the inflation factor included in
the proposed CROF through the annual rate application process. This update will be based on the

OEB-inflation factor, which is derived from the weighted sum of two distinct sub-indices:

'° Placeholder value, to be updated annually

Rate Framework and Performance Outcomes Rate Setting Framework
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e Non-Labour Index: 70% of the annual percentage change in Canada’s Gross Domestic
Product Implicit Price Index (GDP-IPI) Final Domestic Demand (FDD), as officially reported by
Statistics Canada; and

e Labour Index: 30% of the annual percentage change in the Average Weekly Earnings (“AWE”)

for workers in Ontario, as officially reported by Statistics Canada.

3.2.2. X Factor
Consistent with OEB policy, the proposed X-factor in CROF consists of two components: an
industry Total Factor Productivity (TFP) component and a stretch factor component. Each of these

is described in further detail below.

3.2.3 Productivity Factor

Consistent with the OEB’s Rate Setting Parameters and Benchmarking under the RRF," Hydro
Ottawa proposes to adopt the OEB’s TFP factor of 0% in its CROF, but notes that the effect of
increasing the productivity factor to zero creates an additional stretch factor during the term of this

application.

3.2.4 Stretch Factor

The second component of the X factor is the stretch factor, which is intended to reflect the
incremental productivity gains that distributors are expected to achieve under incentive regulation.
Under the current methodology, stretch factors are determined based on a distributor’s assignment
in one of the five efficiency assessment rankings, determined using a total cost benchmarking

econometric model developed by PEG (the PEG Model), which is updated annually.

" Ontario Energy Board, Report of the Board - Rate Setting Parameters and Benchmarking under the Renewed
Regulatory Framework for Ontario’s Electricity Distributors, EB-2010-0379 (November 21, 2023; corrected December 4,
2013), page 17.
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The PEG Model predicts what a distributor’s total costs “should be” (predicted costs) based on
various business condition variables, and then compares the predicted costs to a distributor’s actual
costs. Between 2015 and 2024, Hydro Ottawa has been categorized in Cohort IV based on the
PEG Model’s results, with its Efficiency Performance ranging from 12.1% to 20.8%.

In preparing this Application, Hydro Ottawa reviewed the historical data that was reported to the
OEB and was factored into the PEG Model. This review identified three data elements that Hydro
Ottawa believes should be adjusted in the PEG Model to derive a result that does not unduly
underestimate the utility’s cost performance. The first element reflects improved reporting from
Hydro Ottawa's annual OEB reporting, while the remaining two are custom aspects Hydro Ottawa
proposes as part of this rate setting framework to incorporate the future PEG result estimate and to

be used as part of Hydro Ottawa proposed ESM. These elements are as follows:

1. Secondary Circuit kilometers not being included in the Circuit Kilometers metric;'

2. The absence of a variable to capture impacts of Conservation and Demand Management
(CDM) on a utility’s cost drivers; and

3. The exclusion of Other Revenue within the PEG Model while certain costs associated with

Other Revenue are included in OM&A and capital.

The omission of these three data elements from the PEG Model has had a substantive adverse
impact on Hydro Ottawa’s efficiency performance assessment, and needs to be considered going
forward. Please see Attachment 1-3-3(A) - PEG Benchmarking Analysis for a more fulsome
explanation of these adjustments and how Hydro Ottawa proposes incorporating them into the PEG

forecasting model as part of this rate setting framework.

2 Hydro Ottawa intends to reflect updated Circuit Kilometers, and Delivery volumes in its 2024 Reporting and
Record-keeping Requirements filings, and has incorporated these refinements to the PEG Model in this rebasing
application as outlined in Attachment 1-3-3(A) - PEG Benchmarking Analysis as well as Excel Attachment 1-3-3(G) - OEB
Benchmarking Spreadsheet Forecast Model.
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Based on the empirical benchmarking results presented in Attachments 1-3-3(A) and 1-3-3(G),
PEG’s model yields a 0.3% efficiency stretch factor for Hydro Ottawa, which is the equivalent of
Cohort Il instead of Cohort IV.

However, the utility also notes that the PEG Model does not account for the impact of substantial
growth and accelerated electrification that Hydro Ottawa needs to plan for in the 2026-2030 rate
term. When the PEG Model was adopted in 2014, the electricity sector faced stable and modest
incremental growth patterns, which is evidently no longer the case in Ontario, and particularly in
Hydro Ottawa’s service territory. Crucially, the PEG Model operates on the assumption that cost
increases are directly proportional to load growth. This assumption becomes problematic when
utilities are mandated to proactively drive growth, as articulated in the Ministry of Energy and
Electrification’s December 2024 Letter of Direction to the OEB, which emphasizes the need for
'planning and regulatory frameworks that are flexible and will get infrastructure and resources built
quickly and cost-effectively to support the government’s pro-growth agenda.' Under such directives,
where utilities are expected to expand beyond traditional load-driven cost increases, the PEG
Model's inherent constraints, including its 'stretch factor,’” become counterproductive and fail to

reflect the necessary investments for mandated growth.

Specifically, the model’s historical data and assumptions fail to account for the increased capital
expenditures, workforce expansion, and technological upgrades required to support the rapid
adoption of electric vehicles, the integration of distributed energy resources, expanded housing
connections, and the broader modernization of the grid to accommodate higher loads. These
requirements are relatively new, stemming from recent changes in government policy, technological
advancements, and shifts in consumer behavior that have fundamentally altered the trajectory of

the energy system and the outlook for electricity within the system.

Hydro Ottawa’s view that relying solely on the stretch factor derived from the current PEG Model
overestimates the level of productivity and cost management that the utility can reasonably achieve

during this period of transformative growth.
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Based on the foregoing, it is Hydro Ottawa’s view that relying solely on the stretch factor derived
from the current PEG Model overestimates the level of productivity and cost management that the
utility can reasonably achieve during this period of transformative growth. As such, Hydro Ottawa

has proposed a Hybrid stretch on OM&A and a growth factor as described below.

Hydro Ottawa has already embedded productivity into the 2026 OM&A Test Year forecast. As an
example, Hydro Ottawa set an ambitious stretch target of 80% for online billing adoption by the end
of 2025, and built the associated savings into its 2026 base OM&A as a direct benefit to customers.
As a result, the utility assumes a significant financial risk of managing the incremental printing,
postage and other related costs should this ambitious target not be met or sustained over the rate
term. This is only one of the examples of 2026 base rate stretch already built into Hydro Ottawa's
2026 base OMG&A. Based on only the quantifiable productivity savings estimated for 2026 in
Schedule 1-3-4 - Facilitating Innovation and Continuous Improvement, Hydro Ottawa has calculated
that the base year OM&A has been reduced by 2.3% which results in a 2027 to 2030 additional
annual stretch already embedded in OM&A of 0.61%.

Recognizing the significant savings that have already been embedded in Hydro Ottawa’s proposed
OMG&A while recognizing the principle of the RRF, Hydro Ottawa proposes to cap the reduction of
the adjusted PEG Model Stretch of 0.30% by 0.15% resulting in an X factor of 0.15% in the CROF
formula. However, in total Hydro Ottawa will have an actual stretch factor in the 2027 to 2030 years
of 0.76% (0.15% plus 0.61% embedded in the 2026-2030 OM&A forecast).

The implementation of the 0.15% additional stretch factor in the CROF is projected to yield a
reduction in OM&A expenditures of an additional $2.3M over the 2026-2030 rate term. Along with
the embedded productivity savings of $8.7M as a result of the embedded first year savings (and
resulting impact on 2027-2030), the framework results in a revenue requirements reduction benefit

of $11M over the rate term.
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The proposed CROF includes a 3.23% growth factor to fund incremental OM&A costs associated
with Hydro Ofttawa’s rapid growth and electrification, as detailed throughout Exhibit 4, and
particularly Schedule 4-1-2 - Operations, Maintenance and Administration Program Costs,
Attachments 4-1-3(B) - Workforce Planning Strategy and 4-1-3(C) - Workforce Growth. The growth
factor is derived from increases in customer count and system capacity calculated based on the
forecast CAGR for the 2025-2030 period. In formulating the growth factor, elements are weighted

based on the customer and demand/capacity split in the OEB’s cost allocation model.

3.3.1 Customer Growth
As summarized in Table 7 below and detailed in the evidence presented in Schedule 3-1-1 -
Revenue Load and Customer Forecast, Hydro Ottawa’s load forecast shows a CAGR of 1.005% in

customer count for the 2026-2030 period.

Table 7 - 2025-2030 Forecast Customer Count"

2026 2027 2028 2029 2030 CAGR

Total

Customers 373,277 377,521 381,118 384,796 388,582 392,422 1.005%

3.3.2 System Capacity Growth

As noted through the application, one of the key investment priorities is Growth & Electrification,
and Hydro Ottawa is witnessing a significant escalation in large load requests as evidenced by
Figure 1 in Section 1 above. The implementation of the capacity upgrades program (Schedule
2-5-8, Section 2.1), Hydro One secondary cable, transformer, and switchgear upgrades (Schedule
2-5-9, Section 7.1), and the demand-driven Hydro Road station (Schedule 2-5-6, Section 4) will
collectively increase Hydro Ottawa's planning capacity by over 811 MVA. However, it is important to
note that Table 8 below utilizes maximum continuous rating for the growth calculation, rather than

planning capacity. Therefore the 811 MVA increase in planning capacity translates to a 594.9 MVA

3 Excludes standby customer count
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increase in continuous rating capacity. As shown in Table 8, this 594.9 MVA increase is the
difference between the 2030 continuous rating capacity of 2,723 MVA and the 2025 capacity of
2,128 MVA. This additional 594.9 MVA capacity is included in Hydro Ottawa’s investment plan over
the 2026-2030 period, representing a 5.054% CAGR.

Table 8 - 2025-2030 Forecast System Capacity (MVA)

2026 2027 2028 2029 2030 CAGR

Base and Incremental
Capacity 2,128 2,228 2,353 2,624 2,624 2,723| 5.054%

3.3.3 Weighted Growth

To calculate the weighted growth factor of 3.23%, Hydro Ottawa applied the assumptions in the

OEB’s cost allocation model (which reflects Hydro Ottawa’s own unique system makeup and costs
attributed to customer count and capacity) to derive the weightings shown in Table 9 below.
Table 9 - Weighted Growth Percentage - based on Customer Growth and System Capacity
Growth
Cost
Allocation
Weighting CAGR
Capacity 54.8% 5.054%
Customer 45.2% 1.005%
Weighted Growth Rate 3.23%

Other Revenue, also referred to as Revenue Offsets, relates to all utility revenues other than
distribution and cost of power revenues. Hydro Ottawa has classified these into four categories;
Specific Service Charge Revenue, Late Payment Charge Revenue, Other Operating Revenue and

Other Income and Deductions. Given the wide range of service types provided, multiple factors can
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impact the trends of the overall revenue offsets. Please see Schedule - 6-3-1 Other Revenue

Summary for more details.

As with the previous two rate cycles, Hydro Ottawa takes a detailed look at any rates set through
Other revenue to determine if they should be adjusted and how to propose the rates be treated
throughout the rate term. In some cases Hydro Ottawa utilizes OEB generic rates while others are
utility-specific. Hydro Ottawa’s utility-specific rates can be where productivity savings are directly
provided to customers at the time of a paid service. One such rate that Hydro Ottawa has seen a
significant decrease in is the Account Set Up/Change of Occupancy Charge which has decreased
from $29 to $10.

Hydro Ottawa proposes to set both rates and revenue related to Other Revenue for 5 years. Where
rates are proposed to be adjusted in years two to five, for simplicity, an annual inflation rate of 2.1%

is proposed to avoid annual adjustments to the rates throughout the rate term.

In addition to the rate-setting methodology set out above, Hydro Ottawa’s proposed rate framework
includes several other elements which are designed to protect customers and provide the utility
flexibility to manage the execution of its investment plan throughout the rate term. Each of these

elements are described in detail below.

3.5.1. Earnings Sharing Mechanism (ESM)
The first mechanism is an earnings sharing mechanism (ESM). ESMs permit the sharing of utility
earnings with customers when earnings rise above a certain threshold. Under an ESM, earnings

may be passed along to customers in the form of rate reductions or rate offsets.

As a customer protection mechanism, Hydro Ottawa proposes an ESM which facilitates sharing

50:50 with customers any cumulative utility earnings above 150 basis points (dead-band) of the
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approved rate of ROE. The utility would only share earnings that exceed the threshold above the

utility’s return on equity (ROE), with no sharing if its earnings fall below its allowed ROE.

A unique aspect of Hydro Ottawa’s rate setting framework is the proposal to set the threshold at 150
basis points, instead of the standard 300 basis points. It is important to acknowledge that the
300-basis point dead band is a well-established tool used by the OEB for various purposes over
many years. As outlined in Section 5.6 of the Ontario Energy Board's Handbook to Electricity
Distributor and Transmitter Consolidations (June 18, 2024), this 300-basis point standard is
consistent with the incentive rate-setting policy for off-ramps. It is also used to apply the means test
for advanced capital modules/incremental capital modules, impacts of over earning during the four
years of incentive rate-setting mechanism term," when distributions defer rebasing due to
consolidation,' as well for recovery of balances recorded in Account 1509 - Impacts Arising from
the COVID-19 Emergency. Despite this established practice, Hydro Ottawa proposes the lower 150
basis point threshold to provide greater customer protection by enabling a faster sharing of any

excess earnings.

In addition, to better align the ESM with the objective of incentive regulation to drive continuous
improvement in the utility’s cost performance, Hydro Ottawa proposes to incorporate an efficiency
performance test into the ESM. Specifically, Hydro Ottawa must maintain its Cohort Il efficiency
position in the adjusted PEG Model (as described in Attachment 1-3-3 (A) - PEG Benchmarking
Analysis) by the end of the rate term, in order to be able to retain any cumulative earnings between
0 and 150 basis points. Failure to meet this condition results in Hydro Ottawa sharing all earnings

exceeding the approved ROE with customers.

The proposed ESM test is summarized in Table 10 below:

' Ontario Energy Board, Filing Requirements For Electricity Distribution Rate Applications Filed in 2024 for Rates Taking
Effect in 2025, Chapter 3 Incentive Rate-Setting Applications (June 18, 2024), page 1.
'® Ontario Energy Board, Handbook to Electricity Distributor and Transmitter Consolidations (June 18, 2024), Appendix 3

page.
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Table 10 — 2026-2030 ESM Test

Efficiency Test Met

Treatment

points

Below approved ROE N/A Borne entirely by utility/shareholder
0-150 basis points Retained by utility/shareholder if the adjusted PEG cohort is

P Yes maintained at the end of the term per Attachment 1-3-3 (A) - PEG
above approved ROE . .

Benchmarking Analysis

0-150 basis points i .
above approved ROE No 50:50 sharing of ratepayer/shareholder
Above 150 basis N/A 50:50 sharing of ratepayer/shareholder

Earnings captured by the ESM would be recorded in the proposed ESM Deferral Account, which is

further described in Exhibit 9-2-1: New Deferral and Variance Accounts.

3.5.2. Off-Ramp and Z-Factor Eligibility

Hydro Ottawa proposes to continue to apply the OEB’s generic policy with respect to off-ramps for
the 2026-2030 rate term (as outlined in the Rate Handbook), and continue to be allowed to have
Z-factor relief available based on the OEB’s generic criteria (as set out in the Report of the
Board on 3rd Generation Incentive Regulation).”® These mechanisms protect both customers and
the utility against excessive over/under-earnings, and provide Hydro Ottawa the ability to address
significant impacts arising from unforeseen factors, including major weather events, or changes in

laws or regulations, that necessitate significant remedial investment.

3.5.3. Capital Variance Account

Hydro Ottawa proposes a Capital Variance Account which consists of various sub-accounts as
detailed below. These accounts provide continued transparency, accountability and necessary
flexibility in the delivery of Hydro Ottawa’s 2026-2030 DSP.

"6 Ontario Energy Board, Handbook for Utility Rate Applications (October 2016), page 28; Report of the Board on 3rd
Generation Incentive Regulation for Ontario’s Electricity Distributors (July 14, 2008), pages 35-36.
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3.5.3.1 Asymmetrical Sub-Accounts

In the current 2021-2025 rate term, the Capital Additions Variance account includes three
asymmetrical sub-accounts that record the revenue requirement impact of underspending in the
utility’s capital plan for the categories of: (a) System Renewal/ System Service (excluding the
subset of capacity upgrades, as detailed below), (b) System Access (excluding the subset of
System Access related to plant relocation requests by third parties and residential expansion, as
detailed below), and (c) General Plant. These sub-accounts being asymmetrical means that they
function entirely for the protection of customers, and do not allow Hydro Ottawa to record any
revenue requirement associated with incremental expenditures in these investment categories

during the rate term.

In the 2026-2030 rate period Hydro Ottawa proposes to continue the existing asymmetrical
sub-accounts in the Capital Additions Variance Account as described above, with two refinements

to the scope:

1. Exclude commercial expansion from the scope of the asymmetrical System Access sub-account
(in addition to the existing exclusions related to third party initiated relocations and residential
expansions),

2. Exclude capacity upgrades associated with housing developments from the scope of the

asymmetrical System Renewal/System Service sub-account.

The investments excluded from the scope of these asymmetrical sub-accounts would be tracked in
a separate symmetrical sub-account entitled the System Access & System Service Capital
Additions Differential Sub-Account - System Access Plant Relocates and Growth Capital

Development Additions, as further described below.

3.5.3.2 Symmetrical Sub-Account: System Access & Growth Capital Development Additions
Hydro Ottawa proposes to maintain (and expand the scope of) its existing symmetrical sub-account

for System Access Capital Additions which was approved in EB-2019-0261. This sub-account

Rate Framework and Performance Outcomes Rate Setting Framework
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currently captures over/underspending related to third-party driven plant relocation and residential
expansion investments, both of which are externally driven and are subject to volatility due to
changes in customer requirements and government priorities and policies and undergoing a period

of significant growth.

In the 2026-2030 rate term, Hydro Ottawa proposes to expand the scope of this symmetrical
sub-account to also include commercial expansions (under System Access) and capacity upgrades
(under System Service) related to enabling housing development. This expansion would include not
only new residential connections under System Access but also extend to specific commercial
expansions (also under System Access) and essential capacity upgrades (categorized under
System Service). This broadened scope stems from the recognition that these capital investments
are required to support the Ontario government's housing development objectives and are driven by
customer-initiated projects. Specifically, these investments include critical System Service capital
upgrades designed to ensure necessary system enhancements are in place to meet the escalating
demand for electricity distribution infrastructure resulting from housing development, as explicitly
defined under Ontario's Bill 214, the Affordable Energy Act, 2024. To reflect these changes Hydro
Ottawa proposes to update the name of the sub-account to System Access and Growth Capital

Development Additions.

3.5.4. CCRA Payments Differential Variance Account

Under its Connection Cost Recovery Agreements (CCRAs) with the transmitter, Hydro Ottawa is
required to pay capital contributions to Hydro One for transmission system expansions and
modifications that are needed to serve Hydro Ottawa’s customers. The need for this work and the
related costs are beyond the utility’s control, as the requirements are identified and carried out by
Hydro One in accordance with regional plans and the Transmission System Code. To continue to
manage these externally-driven costs, Hydro Ottawa proposes to maintain the CCRA Payments
Differential Variance Account that was established in EB-2019-0261. This account records the
revenue requirement difference between what the  utility has included in base

rates and the revenue requirement of what is actually paid for in both new and
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true-up CCRA payments. For additional information, please see Schedule 9-1-3 - Group 2

Accounts.

3.5.5. Non-Wires Solutions (NWS) Variance Account

An important aspect of Hydro Ottawa’s rate framework is its support of non-wires solutions. This
can be seen in multiple elements of the framework: the removal of the net metering charges; to offer
a free Residential Electrical Isolations/Re-energizations for electrical work; the updated Standby

rate design; and the forecast to spend $2M per year for its Non-Wires Customer Solutions Program.

In addition, in line with the OEB's Framework for Energy Innovation, which aims to facilitate the
deployment of innovative and cost-effective solutions, Hydro Ottawa is investing in non-wires
solutions (NWSs) that leverage third-party and customer-owned technologies such as battery
storage and distributed energy resources (DERs) to manage peak demand and provide other grid
benefits.
Table 11 below outlines Hydro Ottawa’'s NWSs forecast costs included in OM&A and Other
Revenue, as detailed in Schedule 4-1-2 Operations, Maintenance and Administration Program
Costs and Schedule 6-3-5 - Other Income & Deductions, net of external funding.
Table 11 - NWS 2026-2030 Investment Costs ($°000)"
2026 2027 2028 2029 2030
Costs included in OM&A $2,192 $2,319 $2,454 $2,597 $2,747
Costs included in Other Income &
Deductions $2,000 $2,000 $2,000 $2,000 $2,000
Total NWS costs $4,192 $4,319 $4,454 $4,597 $4,747

Over the 2026-2030 rate term, Hydro Ottawa proposes a symmetrical NWS variance account to

record the difference between forecasted and actual NWS operational costs, net of third-party

7 The 2026 amount includes external funding. Figures for 2027-2030 are based on the Custom Revenue OM&A Factor.
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funding grants or contributions. This account provides customer protection in the event that the
utility is able to obtain incremental third-party funding or contributions to deliver its NWS initiatives,
as those amounts would be recorded as offsets (or credits) in the account and to address the

evolving nature of these programs.

Importantly, the proposed account also provides Hydro Ottawa the funding flexibility to adapt and
evolve its NWS program based on acquired experience designing and implementing NWS
initiatives, and to be responsive to changes in needs and circumstances that may present
themselves over the rate term as a result of various factors beyond the utility's control. These
include, but are not limited to: (i) changes in the pace and type of DER uptake in Hydro Ottawa’s
service territory due to policy development, technological advancement and/or customer and market
behavior; (ii) changes in demand-driven needs and requirements that can be addressed with NWS
solutions; and (iii) changes resulting from regional planning initiatives, collaboration with the IESO

or other LDCs, and OEB consultations and initiatives related to DER enablement and integration.

The proposed NWS Variance Account satisfies the OEB’s three criteria for establishing a new

utility-specific Group 2 variance account:

1. Causation: The amounts to be captured in this account relate to variances in costs and
other revenues driven by external factors (e.g. market demand, public policy and
technology changes) that are outside of the utility’s control.

2. Prudence: Differential costs that would be captured in the account are costs that are
necessary to enable Hydro Ottawa to deliver incremental cost-effective NWS initiatives
in accordance with OEB requirements. Other revenues that would be recorded as offsets
are presumptively prudent based on the rationale that these credits provide a direct
benefit to customers.

3. Materiality: Considering the nascency of NWS initiatives, and the breadth and potential

variability of the factors outlined above which could affect NWS deployment over the
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2026-2030 rate term, Hydro Ottawa believes that the amounts recorded in the proposed

account could exceed the utility’s materiality threshold.

Please see Schedule 9-2-1 - New Deferral and Variance Accounts for more information including

sample journal entries.

In addition, Hydro Ottawa acknowledges the dynamic nature of non-wires solutions and the OEB’s
evolving cost-benefit framework. It is anticipated that increased reliance on these solutions may be
necessary during the five-year plan due to fluctuating large load requests and evolving government
policies related to electrification, beneficial electrification, and housing. While Hydro Ottawa will
strive to adhere to its existing five-year plan, alternative solutions to traditional infrastructure may be
required. Therefore, Hydro Ottawa proposes to maintain the option of using the existing, and any

future updates to, the Non-Wires Solutions for Electricity Distributors Guidelines.

Should the need arise, Hydro Ottawa will submit a comprehensive application for any incremental
solutions that fall outside of its approved funding. This mechanism will be used judiciously, and
Hydro Ottawa will first explore alternative solutions, including delaying costs until the next rebasing

application, before pursuing additional funding for non-wires solutions.

3.5.6 Large Load Revenue Variance Account

As outlined in the introduction to this Schedule, and further detailed in Section 9.4.1.1 of Schedule
2-5-4 - Asset Management Process, Hydro Ottawa expects a marked increase in large load
requests driven in large part by decarbonization and electrification initiatives. The specific timing
and unprecedented scale of these large load connections, coupled with the novelty of forecasting
energy demand requirements and managing evolving consumption patterns related to electrified
technologies, presents a significant risk of demand volatility and revenue uncertainty for load
forecasting purposes. Discrepancies between forecasted load and actual energy use, as a result of

the volatility and uncertainty described, can unduly impact the utility’s revenues and earnings over
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the rate term. However, not including anticipated loads would not provide customers with benefits of

related load to forecasted spending as outlined in the DSP.

To address this unique and unprecedented challenges, with a view to protecting both the interests

of customers and the utility, Hydro Ottawa proposes to establish a large load variance account to

track the revenue variances between forecast and actual billed demand for the large load requests

outlined in Table 8 of Schedule 3-1-1 - Revenue Load and Customer Forecast. This would account

for both volume and timing variations and would only be calculated for the period of time until the

load substantially materializes, net of any adjustment in the customer contribution.

The proposed Load Revenue Variance Account satisfies the OEB’s three criteria for establishing a

new utility-specific Group 2 variance account:

1.

Causation: Variances that would be captured in this account would be outside of the
forecasted base upon which the rates are derived, reflecting the revenue impact of
difference between forecast and actual demand for certain large load requests.
Prudence: Revenues that would be captured in the account are presumptively prudent
in that they are driven by factors that are outside of the utility’s control. These factors
include changes in customer project timing, and differences in load demand
requirements and electricity consumption patterns due to policy, technology and
consumer behaviour changes.

Materiality: Given the unprecedented volume, scale and electrification drivers of the
large load demand requests, Hydro Ottawa believes that the amounts recorded in the

proposed account could exceed the utility’s materiality threshold over the next rate term.
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3.5.7. Tariff Impact Deferral Account

Per the OEB’s Decision on Ontario Power Generation’s Application for a variance account to
capture the impact of the overturning of Bill 124, where a reasonable risk exists or should have
been foreseeable the utility should address it as part of their rate application. As such Hydro Ottawa
requests a deferral account to address the risk of tariffs from supply chain disruptions and tariffs on

imported components essential for Hydro Ottawa’s distribution infrastructure.

The proposed Tariff Impact Account satisfies the OEB’s three criteria for establishing a new

utility-specific Group 2 variance account:

1. Causation: Variances that would be captured in this account would be outside of the
forecasted base upon which the rates are derived, US Tariffs and Retaliatory Canadian
Tariffs were announced and introduced after Hydro Ottawa estimated the costs of
materials and labour incorporated into the proposed revenue requirements and continue
to evolve. This deferral account would capture the costs associated with tariffs.

2. Prudence: Costs that would be captured in the account are presumptively prudent in
that they are driven by factors that are outside of the utility’s control. As described
through this application in relation to the management of high inflation, and specifically
within scheduled Schedule 1-2-5 - Impacts of Inflationary Pressure, Hydro Ottawa will
look at reasonable cost mitigation strategies to contain the impact of global tariffs.

3. Materiality: Given the expanded and wide ranging tariff announcements, Hydro Ottawa
believes that the amounts recorded in the proposed account could exceed the utility’s

materiality threshold over the next rate term.

3.5.8 Custom Performance Measurement Framework
Hydro Ottawa proposes a custom performance measurement framework for the 2026-2030

five-year rate term which will allow the OEB, customers, and stakeholders to monitor and assess

'8 Ontario Energy Board, Decision and Order - Ontario Power Generation Inc. Application for variance account to capture
the nuclear revenue requirement impact of the overturning of Bill 124, EB-2023-0098 (June 27, 2023).
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diverse aspects of Hydro Ottawa's performance. The proposed framework consists of two
components: (1) a Custom Performance Scorecard featuring 22 specific measures upon which
Hydro Ottawa will report annually and publish the result on its website, and (2) updates on capital

expenditures in key programs.

3.5.8.1 Custom Performance Scorecard

Under this rate-setting framework, Hydro Ottawa is proposing to include annual reporting in the form
of a Custom Performance Scorecard over the 2026-2030 period. This scorecard will provide a
comprehensive and transparent view of Hydro Ottawa’s activities and their impact, and includes 22
key measures. These measures are categorized to align with the performance outcomes of the
OEB’s RRF: Customer Focus, Operational Effectiveness, Public Policy Responsiveness, and

Financial Performance.

Building upon the existing reporting practices from the 2021-2025 rate framework, the 2026-2030
Custom Performance Scorecard features both a continuation of current measures (e.g., contact
centre satisfaction, feeder performance, productive time, environmental targets, bad debt, etc.) as
well as new measures that have been added to reflect the evolving priorities and challenges of the
upcoming rate period. Specifically, new metrics have been incorporated that directly align with

Hydro Ottawa’s four key Investment Priorities outlined in the Distribution System Plan. For example:

e For Growth & Electrification, which focuses on expanding grid capacity, new measures
include tracking incremental system capacity and DER capacity.

e For Renewing Deteriorating Infrastructure, which focuses on mitigating reliability risk, new
measures include tracking the percentage of assets in poor/very poor condition and those
reaching end of life.

e For Grid Modernization, which focuses on modernizing the grid to enable the energy transition,
new measures include tracking customer participation in non-wires solutions.

e Finally, for Enhancing Grid Resilience, which focuses on protection against severe weather

and cyber threats, new measures include tracking overall cyber security program health.
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3.5.8.2 Capital Expenditure Reporting

To ensure continued transparency and accountability in the execution of its capital programs, Hydro
Ottawa proposes to provide annual capital expenditures reports in the same form and manner as
the current 2021-2025 annual Custom IR Annual Reports. These reports provide a clear and
comprehensive overview of actual gross capital expenditures, broken down by investment category
(i.e. System Access, System Renewal and System Service, and General Plant). Presented
alongside the approved capital expenditure plans, the annual results enable stakeholders to
evaluate the utility’s adherence to the capital plan, get insight into the allocation of capital resources

and understand the progress of critical infrastructure projects in Hydro Ottawa’s service territory.
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PROPOSED ANNUAL REPORTING - 2026-2030

1. INTRODUCTION

An area of enduring emphasis under the Renewed Regulatory Framework (RRF) is the public
reporting by electricity distributors of their performance against the RRF’s four categories of
performance outcomes: Customer Focus, Operational Effectiveness, Public Policy Responsiveness

and Financial Performance.

This emphasis is highlighted, in particular, through the OEB’s sustained use of a standardized
Electricity Utility Scorecard, which is intended to provide open and transparent reporting and
monitoring of individual distributors’ performance, and allow for comparisons across the sector. For
more information on Hydro Ottawa’s recent performance trends relative to the metrics and targets
established under the Electricity Utility Scorecard, please see Attachment 1-3-3(B) - Electricity
Utility Scorecard Benchmarking Analysis. During the 2026-2030 period, the utility intends to
maintain its delivery of a high level of performance against the OEB’s scorecard, consistent with

historical results.

As outlined in Schedule 1-3-1 - Rate Setting Framework, Hydro Ottawa is proposing to set rates for
the 2026-2030 period through the Custom Incentive Rate-Setting (Custom IR) method. In its
Handbook for Utility Rate Applications issued in 2016, the OEB states the following in relation to

specific performance reporting considerations for utilities under the Custom IR option:

“Performance Metrics: The OEB has established a scorecard for electricity distributors,
however, additional performance metrics should also be proposed so that expected
outcomes can be monitored. All other utilities must propose a comprehensive scorecard that

is informed by the scorecard for electricity distributors, but specifically includes other

Rate Framework and Performance Outcomes Proposed Annual Reporting
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performance metrics aligned to the outcomes identified in the application. This is required for

both Custom IR and cost of service rate applications.”

In step with OEB requirements, Hydro Ottawa committed to the following annual reporting

obligations as part of its 2021-2025 Custom IR rate plan:?

e Custom Performance Scorecard, consisting of 26 measures which track performance and
continuous improvement across customer, operational and financial categories, and which

are not included in any other reporting mechanisms.

e Annual updates on the progress of capital spending in the following categories:
o System Access;
o System Service and System Renewal; and

o General Plant.

e A Performance Outcomes Accountability Mechanism (POAM)

The annual reporting over the course of the current rate plan, as well as the previous Custom IR
term (2016-2020), has been instructive and beneficial for Hydro Ottawa from a continuous
improvement perspective. It has supported the ongoing focus the utility has on aligning its
operations with the objectives and outcomes underpinning the RRF. In addition, it has served as a
mechanism for Hydro Ottawa to monitor and meet the evolving expectations of the OEB as they
relate to electricity distributor performance. For example, the use of unit cost metrics in the
2021-2025 Custom Performance Scorecard assisted the utility in preparing effectively for the OEB’s

implementation of Activity and Program-based Benchmarking. In addition, the reporting regime

" OEB, Handbook for Utility Rate Applications (October 13, 2016), page 26.
2 Copies of the annual Custom Incentive Reports submitted by Hydro Ottawa to the OEB during its current rate term are

available on the utility’s website: https://hydroottawa.com/en/about-us/regulatory-affairs/custom-incentive-reports.
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works to foster greater trust with customers, stakeholders and the utility’s shareholder, as Hydro
Ottawa has been able to draw attention to the transparency and accountability inherent in its
reporting, and its commitment to responsible stewardship of ratepayer funds. The reporting

obligations have also aligned with Hydro Ottawa’s culture of data-driven decision-making.

Building on the robust foundation that Hydro Ottawa has established in previous rate cycles for
transparent and meaningful performance reporting on outcomes that are valued by customers, in
this Schedule Hydro Ottawa outlines annual performance reporting which the utility is proposing for
the upcoming five-year rate term. Consistent with the RRF, these reporting provisions will provide
the OEB, customers and other stakeholders with the opportunity to monitor and understand diverse
aspects of Hydro Ottawa’s performance, and demonstrate the utility’s accountability in transparently

communicating the outcomes achieved under its performance management framework.

The proposed performance reporting framework comprises two essential elements: (1) a Custom

Performance Scorecard and (2) updates on capital spending in key programs.

As part of Hydro Ottawa’s rate framework, a new unique performance mechanism to replace the
POAM is being proposed. With consideration of the recent announcement by the OEB to develop
and implement Performance Incentive Mechanisms (PIMs) for rate-regulated utilities, as part of its
review of utility remuneration models,® Hydro Ottawa is proposing an earning sharing mechanism
that leans on the OEB’s Pacific Economics Group (PEG) model in establishing remuneration
benefits. Under the OEB’s timeline, a final framework for the implementation of PIMs for electricity
distributors is set to be issued in Fall 2025.* Please see Schedule 1-3-1 - Rate Setting Framework

for more details on Hydro Ottawa’s proposed earning sharing mechanism.

3 Ontario Energy Board,Advancing Performance-based Rate Regulation (EB-2024-0129).
4 Ontario Energy Board,Advancing Performance-based Rate Regulation (EB-2024-0129). Stakeholder Meeting
Presentation (November 19, 2024), page 44.
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2. CUSTOM PERFORMANCE SCORECARD
Hydro Ottawa is proposing to include 22 measures in its Custom Performance Scorecard for the
2026-2030 rate term. These measures will track performance and continuous improvement across

all of the OEB’s categories of performance outcomes.

When combined with the measures contained in the Electricity Utility Scorecard, this amounts to a

total of 43 outcomes to be monitored annually as part of the utility’s 2026-2030 Custom IR plan.

The establishment of targets for individual measures (where appropriate) has been informed by
recent historical data. With a few exceptions, it is generally Hydro Ottawa’s intent for the targets to
be assessed as five-year targets, stretching over the duration of the 2026-2030 rate period. Where
possible and appropriate, the utility has provided specific, quantitative targets for particular
measures. As Hydro Ottawa progresses through each year of its rate term, it will continue to assess

the feasibility of setting annual targets for other measures.

Hydro Ottawa’s proposed Custom Performance Scorecard is presented in Table 1 below.

Rate Framework and Performance Outcomes Proposed Annual Reporting

4



2026-2030 Custom IR
EB-2024-0115

Exhibit 1
Tab 3
Schedule 2
ORIGINAL
Page 5 of 46

Table 1 - 2026-2030 Custom Performance Scorecard Measures

OEB Reporting

RRF Outcome
Category

Hydro Ottawa Custom Measures

Contact Centre Satisfaction — Transactional Feedback 85%
Customer Focus Cqstom_er Percentage of Online Billing Accounts 80%
Satisfaction
Customer Participation in Non-Wires Solutions Monitor
All Injury Frequency Rate Reduce
Lost Workday Severity Rate Reduce
Percentage of Distribution Assets in Poor/Very Poor Condition| Monitor
Percentage of Distribution Assets Reaching End of Life <65%
Feeders Experiencing Multiple Sustained Interruptions <10
Sy R?"ab'"ty Worst Performing Feeders <6
& Resilience
Operational Station Load Index (4 or 5) 0
F RIS Incremental System Capacity 577 MVA
Distributed Energy Resource Capacity Monitor
Cyber Security .
Readiness Cyber Security Program Health Green
Productive Time Maintain
Cost Control Labour Allocation Maintain
OM&A per Customer Monitor
Scope 1 Greenhouse Gas Emissions Reduce
Scope 2 Greenhouse Gas Emissions Monitor
RPUb"c I_’ollcy Annual Oil Spills & Costs of Remediation Reduce
esponsiveness
Non-Hazardous Waste Diversion Rate Maintain
Percentage of Green Suppliers Maintain
FEIEE] Financial Metrics Bad Debt as a Percentage of Total Electricity Revenue Monitor
Performance

To ensure that the OEB, customers, other stakeholders and Hydro Ottawa are aligned in their
understanding of the nature of the Custom Performance Scorecard measures that are proposed,

the following section provides a detailed description of each performance metric, accompanied by

Rate Framework and Performance Outcomes Proposed Annual Reporting
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historical data (where available), along with the rationale for the metric’s inclusion and its

corresponding target (as applicable).

2.1.1. Contact Centre Satisfaction - Transactional Feedback

This metric measures the level of satisfaction expressed by customers with the service received
from Hydro Ottawa’s Contact Centre and encompasses customer interactions through phone, email
and web chat channels. With approximately 18,000 unique customer interactions every month, the
Contact Centre is a critical point of contact between the utility and its customers, who reach out to
the Contact Centre for a variety of needs, inquiries and services. Ensuring a positive experience in
all communications with the Contact Centre is a fundamental imperative and is a basic litmus test
for customers when it comes to the utility’s credibility and trustworthiness. Given the essential role
that the Contact Centre plays on the front lines of customer experience, Hydro Ottawa utilizes
post-transactional surveys to gauge customers’ satisfaction levels with the service they received.
For more information on the scope of these surveys and how they are carried out, see Schedule

1-4-1 - Customer Engagement Ongoing.

Figure 1 illustrates the five-year historical baseline for Contact Centre Satisfaction.
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Figure 1 - 2019-2023 Contact Centre Satisfaction Levels
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For the 2026-2030 rate term, Hydro Ottawa's target is to maintain Contact Centre satisfaction at
85%, consistent with historical performance. This target reflects the utility’s commitment to providing
consistent service quality in a dynamic environment. Maintaining this level requires ongoing
adaptation, as customer expectations for efficient service continue to rise, impacting expectations
across all service channels. The utility is experiencing growth in its customer base and increasing
complexity of customer inquiries due to interest in electrified technologies and services such as

solar generation, heat pumps, storage and electric vehicles.

Hydro Ottawa is confident that the planned implementation of a cloud-based Contact Centre
solution prior to the conclusion of its current rate term will enable sustained satisfaction levels, with

new scaling capabilities to accommodate surges in the number of customer interactions during

Rate Framework and Performance Outcomes Proposed Annual Reporting
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severe weather events, as well as other value-added features such as omnichannel support,
expanded self-serve through artificial intelligence (Al), and more intuitive interfaces for agents and

supervisors.

2.1.2. Percentage of Online Billing Accounts

This metric measures the number of customers who are registered to receive their bills
electronically, relative to Hydro Ottawa'’s total customer base.

Figure 2 identifies the percentage of customers enrolled in online billing over the 2019-2023 period.

Figure 2 - 2019-2023 Annual Percentage of Online Billing Customers

100%

75%

50%

25%

0%

2019 2020 2021 2022 2023

1] Paper Billing Accounts [l Online Billing Accounts
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Hydro Ottawa has prided itself on being an industry leader in supporting and facilitating greater
customer adoption of online billing. The uptick in the percentage of online billing accounts from
2019 to 2023 attests to the sustained emphasis which the utility has placed on this effort, with
adoption increasing from 50% to 65% over that timeframe. Online billing provides numerous
benefits to customers and Hydro Ottawa alike. For a more detailed examination of those benefits
and the actions taken by the utility in recent years to maximize them, please refer to Section 3.2.2 in

Schedule 1-3-4 - Facilitating Innovation and Continuous Improvement.

Online billing is well-suited to inclusion in Hydro Ottawa’s Custom Performance Scorecard, in light
of growing customer expectations for easy and convenient service through digital channels and
platforms. It is likewise in step with the focal points of the utility’'s Customer Strategy, as detailed in
Attachment 1-4-1(B) - Customer Experience Strategy, as well as Attachment 1-3-4(B) - Digital
Strategy. Moreover, Hydro Ottawa views its inclusion as an important accountability measure, to
ensure there is no backsliding on what has been an important area of focus for the utility and a

valued service for customers.

In 2025, the utility is set to undertake a dedicated campaign to further drive customer enroliment in
online billing, with the ambitious goal of reaching the 80% threshold by the end of the year. For the
upcoming five-year rate term, Hydro Ottawa’s objective will be to maintain its percentage of online

billing accounts at this industry-leading level.

2.1.3. Customer Participation in Non-Wires Solutions
This metric captures elements of customer participation in Non-Wires Solutions (NWS) which are
set to be delivered by Hydro Ottawa during the 2026-2030 rate term.

In its NWS guidelines for electricity distributors, the OEB defines NWS as solutions that reduce

instantaneous electricity demand (measured in kilowatts or kilovolt-amperes) on a utility’s

Rate Framework and Performance Outcomes Proposed Annual Reporting
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distribution system, or a portion of that system, or which reduce overall electricity consumption
(measured in kilowatt-hours).® The guidelines specify the following examples of NWS that can be
considered by distributors for the purpose of addressing system needs: energy efficiency programs;
demand response programs; programs that improve the efficiency of the distribution system and
reduce distribution losses; energy storage (in front of or behind the meter); and generation (in front

of or behind the meter).°®

As part of its 2026-2030 rate plan, Hydro Ottawa is proposing two main initiatives. The first is a
“‘Non-Wires Customer Solutions Program” which will be made available to customers and will
advance specific objectives, including unlocking short-term capacity in targeted areas by engaging
and empowering customers to reduce peak demand. This program (comprising an initial portfolio of
four individual programs under evaluation) will explore collaborative opportunities with the
Independent Electricity System Operator (IESO) where feasible. Although it is initially focused on a
targeted area of Hydro Ottawa’s service territory that is capacity constrained, the potential exists for
further deployment across the utility’s network as needs arise and where it is economically feasible
to do so. Further information on Hydro Ottawa’s Non-Wires Customer Solutions Program can be

found in Section 9.2 of Schedule 2-5-4 - Asset Management Process.

The second initiative is a federally-funded project titled “Ottawa Distributed Energy Resources
Accelerator” (ODERA). It is aimed at enabling distributed energy resources (DERs) and supporting
grid modernization and innovation by exploring system integrations leveraging demand-side
solutions. For additional information on ODERA, please see Section 3 of Schedule 2-5-8 DSP -

System Service Investments.

® OEB, Non-Wires Solutions Guidelines for Electricity Distributors (EB-2024-0118), March 28, 2024, page 6.
% Ibid.
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The increasing prevalence of DERs/NWS is a significant trend and change driver impacting the
electricity sector broadly as well as Hydro Ottawa’s specific operational environment, as discussed
throughout this Application (e.g. Schedule 1-2-3 - Business Plan). The utility acknowledges and
embraces growing customer interest in these resources and solutions, and is committed to enabling
their increased use and deployment across customer classes — hence the inclusion of this metric in

the Custom Performance Scorecard and under the category of Customer Satisfaction.

It is Hydro Ottawa’s intent to include three elements in its annual reporting against this metric:
number of customers by class, percentage and total megawatts (MW) which participate in NWS led

by the utility.

In light of the fact that the NWS programs contemplated for the 2026-2030 rate term are new, Hydro
Ottawa is not able to present any historical baseline data for this metric. Similarly, in lieu of a
quantitative or qualitative target, the utility is proposing to monitor its performance, with the
accompanying commitment to adjust action as necessary throughout the upcoming rate period to

ensure effective design and delivery of these programs.

2.1.4. All Injury Frequency Rate

Ensuring employee and public safety is the top priority for Hydro Ottawa when carrying out its
business activity and operations. The safety risks which employees must manage on a daily basis
are numerous and vary widely in scope. For example, field crews perform maintenance and service
work at heights in close proximity to (or in some instances, directly on) energized circuits. Whether
in an overhead or underground context, they likewise experience sustained exposure to equipment
and infrastructure which is at risk of failure as a result of condition or age. Meanwhile, storm
restoration efforts involve work in exceptionally hazardous circumstances and present unique public

safety challenges, as does working along roadways and near traffic. Similarly, non-field workers

Rate Framework and Performance Outcomes Proposed Annual Reporting
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encounter their share of workplace risks, ranging from the movement of equipment and hazardous

substances to the operation and maintenance of vehicles.

Accordingly, the utility affirms and recognizes the need for inclusion of safety-related metrics in its
annual reporting framework for its 2026-2030 rate plan. To this end, the following two metrics are
included in the Custom Performance Scorecard: All Injury Frequency Rate (AIFR) and Lost

Workday Severity Rate (the latter of which is described in section 2.1.5 below).

AIFR measures the number of work-related injuries and illnesses sustained by employees,
multiplied by 200,000 hours, and divided by the total number of actual hours worked. As shown in
Figure 3, Hydro Ottawa has maintained positive performance relative to its industry peers, with
injury frequency rates typically at or below the Electricity Canada Group Il averages from
2019-2023.7

" Group |l within Electricity Canada’s taxonomy consists of utility member companies with 300 to 1,500 employees.
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Figure 3 - 2019-2023 Hydro Ottawa vs. EC Group Il AIFR Results
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Hydro Ottawa employs a multi-layered approach to safeguarding employee safety.

First and foremost is a corporate Occupational Health, Safety, and Environmental (OHSE)
Accountability Program, which details specific OHSE activities required by each party in the
workplace, in addition to their job-specific duties. Further strengthening the internal responsibility
and accountability model is the OHSE Management Framework — a structured system of
management review, discussion, and recommendation involving employees from the Supervisor to
the Executive levels. To ensure its OHSE programs are current, effective, well-managed and
documented, and focused on continuous improvement, the utility also administers an integrated

OHSE management system that is third-party audited and registered to the ISO 14001
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Environmental Management Systems Standard, and the ISO 45001 Occupational Health and
Safety Management Systems Standard. What's more, the utility maintains a multi-workplace Joint
Health and Safety Committee (JHSC) which functions within a mandate established by the Terms of
Reference approved by the Ministry of Labour, Immigration, Training and Skills Development. Hydro
Ottawa likewise provides ongoing training to all employees around safe work practices. Over the
last five years, annual training averaged 42 hours for trades employees (whose work environments
are inherently hazardous), and 18 hours for other employees. Finally, safety-related information is a
regular feature of corporate communications to employees, including the utility’s intranet postings
and weekly internal newsletter. Bespoke bulletins and dedicated campaigns on specific safety
issues are regularly circulated and rolled out, such as an initiative focused on Safety Excellence that

was launched in late 2024.

For additional information on Hydro Ottawa’s safety programs, see Attachment 4-1-3(E) - Health,

Safety and Environmental Compliance,Sustainability and Business Continuity Management.

Looking ahead to the upcoming five-year rate term, the utility anticipates a need for heightened
vigilance and innovative approaches to ensuring employee safety, on account of a unique
confluence of factors and pressures: hiring and onboarding a large complement of new employees;
workforce demographics signaling a lower average employee age and length of service; the
workload associated with a record-high capital investment program; shifts in infrastructure design,
commissioning, use, operation and maintenance induced by increased electrification; and the

prospects of sustained severe weather patterns.

In step with its safety commitments and culture, Hydro Ottawa’s goal is to reduce its AIFR score
over the 2026-2030 period, and maintain AIFR performance that meets or exceeds industry

benchmarks.
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2 Further to the foregoing discussion in section 2.1.4, the second safety-related metric included in

3 Hydro Ottawa’s Custom Performance Scorecard is Lost Workday Severity Rate (LWDSR). This

4 metric measures the number of workdays lost due to work-related injuries and illnesses, multiplied

5 by 200,000 hours, and divided by the total number of actual hours worked.

7 Figure 4 outlines Hydro Ottawa’s LWDSR performance over the past five years and juxtaposes it

8 with the average results from its industry peers within Electricity Canada’s membership.

10 Figure 4 - 2019-2023 Hydro Ottawa vs. EC Group Il Lost Workday Severity Rate Results
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Consistent with the information and rationale set forth in section 2.1.4, Hydro Ottawa is targeting a

reduced LWDSR score over the course of the upcoming five-year rate term.

2.1.6. Percentage of Distribution Assets in Poor/Very Poor Condition

As an electricity distributor, Hydro Ottawa manages distribution assets in four main systems:
Stations, Overhead, Underground and Metering. The utility uses health index scores to rate the
condition of its assets and understand any requirements for intervention. Within this framework,
asset-specific parameters are employed for calculating the health index score, and are tailored to
reflect the specific degradation mechanisms and failure modes relevant to each asset class. This

approach maximizes the precision and granularity of condition assessments.

The health index is an indicator of an asset’s condition and remaining life and is assigned a score
from 100% to 0%. Under this index, the condition of “Poor” is described as “widespread serious
deterioration” and is assigned a band of 30-50%; “Very Poor”, as “extensive serious deterioration”
and an accompanying band of 0-30%. More information on Hydro Ottawa’s formal process for
assessing the condition of its assets, as well as the demographics and condition profile for major

asset classes, is available in Schedule 2-5-4 - Asset Management Process.

Based on the overall condition profile of the utility’s assets, approximately 6% are in Poor or Very
Poor condition. Without intervention, this figure is set to rise to approximately 10% by 2030.
Accordingly, the utility has formulated a risk-based System Renewal investment plan to proactively
address assets posing the greatest risk to the distribution grid. For further detail on this plan, see

Schedule 2-5-7 - System Renewal Investments.

To ensure accountability and transparency in the overall monitoring and execution of its System
Renewal plan for the 2026-2030 rate term, Hydro Ottawa is proposing to include a metric in its

Custom Performance Scorecard tracking the percentage of assets in poor or very poor condition.
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Consistent with the process outlined in Schedule 2-5-4 - Asset Management Process, Hydro Ottawa
will monitor asset performance indicators and undertake maintenance or replacement activities, as

needed.

2.1.7. Percentage of Distribution Assets Reaching End of Life
To complement the foregoing metric, which is focused on a specific condition profile of distribution

assets, Hydro Ottawa is including a companion metric which is focused on asset age.

Historically, the utility’s approach to asset management relied heavily on asset age and probability
of failure to determine investment needs at the program level for system renewal. More recently, the
utility has enhanced its asset management framework to account for a more comprehensive range
of risk factors and optimized intervention strategies. As part of this effort, Hydro Ottawa has
developed new insights into the typical lifespans of various asset types. These values provide a firm
basis for making informed asset renewal and replacement decisions, ensuring that assets are not
prematurely retired (leading to unnecessary capital expenditure) nor kept in service beyond their
safe and reliable operational lifespan (which could increase the risk of failures and service
disruptions). For further information, see Section 8 in Schedule 2-5-4 DSP - Asset Management

Process.

With respect to Hydro Ottawa’s overall asset demographics, approximately 54% of the asset
population has reached its typical useful life, posing a higher risk of failure. In the absence of

necessary interventions, this proportion is set to increase to 67% by 2030.

As an additional means of instilling confidence in its commitment to accountability and transparency
in tracking the progress of its System Renewal investments, Hydro Ottawa is including the
percentage of distribution assets reaching end of life as a metric in its Custom Performance

Scorecard, with an accompanying five-year target of < 65%.
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2.1.8. Feeders Experiencing Multiple Sustained Interruptions
Feeders Experiencing Multiple Sustained Interruptions (FEMI) is a system reliability performance
metric that is defined as the number of distribution feeders experiencing sustained outages greater

than one minute in duration over a defined period.

FEMI is an essential metric serving multiple purposes: identifying underperforming feeders which
may require inspection, maintenance or upgrades; supporting the prioritization of reliability
investments; reducing outage frequency on targeted feeders, thereby enhancing customer service
and satisfaction; providing insights into regional variations in service quality; and facilitating
compliance with service standards. On a monthly basis, Hydro Ottawa tracks and evaluates feeders
that affect overall FEMI performance. This results in the identification of projects to improve the
reliability of these parts of the distribution system. To ensure accuracy and relevance, FEMI
excludes Scheduled Outages, Loss of Supply and Major Event Days. These exclusions allow for a

more focused analysis of system performance and its impact on customers.

Figure 5 shows the recent historical performance for FEMI.
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Figure 5 - 2019-2023 FEMI Reliability Performance
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Hydro Ottawa achieved its targets for FEMI during the 2019-2023 period. For the upcoming rate

term, the ultility is targeting the maintenance of a FEMI value less than or equal to 10.

2.1.9. Worst Performing Feeders

This metric pertains to feeders whose reliability performance correlates to the lowest levels
captured within predefined criteria.

Hydro Ottawa’s methodology for classifying Worst Performing Feeders involves a threshold-based
approach based on a Feeder Performance Index (FPI) score. This score encompasses several
performance- and outage-related factors, with a higher score indicating worse performance. For a
given feeder, there may be various causes contributing to a high FPI score (e.g. condition,
equipment failure, age, adverse weather or environment, foreign interference). Under the utility’s

methodology, a feeder is considered “worst performing” if its FPI score falls below 30, which
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indicates “Very Poor” performance. Similar to FEMI, Worst Performing Feeder is an effective metric
for prioritizing maintenance activity and capital upgrades, based on the results of investigations and

root cause analysis.

Figure 6 below provides five-year historical information for the number of Worst Performing Feeders

on Hydro Ottawa’s systems.

Figure 6 - 2019-2023 Worst Performing Feeders

10

2019 2020 2021 2022 2023

Based on the five-year average for 2019 to 2023, Hydro Ottawa's annual target for the 2026-2030

period is to not exceed six feeders classified as worst performing.
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This metric is one of three included in the Custom Performance Scorecard (along with Station Load
Index and Incremental System Capacity) that likewise appear in the specific performance
measurement framework within the utility's 2026-2030 DSP. For further details on these
performance measurements, see Section 6 in Schedule 2-5-3 - Performance Measurement for
Continuous Improvement. In light of the central role that the DSP plays in Hydro Ottawa’s rate plan,
it is appropriate to ensure that there is some overlap of key performance indicators included in its
specific framework and the public reporting obligations which the utility will assume for the
upcoming rate period. The three metrics in question were selected on account of their linkages to
core priorities in Hydro Ottawa’s investment plans, such as deteriorating infrastructure, growth and
electrification, and of their correlation to major investments within the System Renewal and System

Service categories.

2.1.10. Station Load Index (4 or 5)

Station Load Index (SLI) measures the ratio of peak load to capacity rating for a substation. It is a
critical parameter for determining the current utilization of the substation’s capacity and planning
future upgrades or expansions. SLI is essential to reliability and service quality, capacity planning,

load management and investment prioritization.

Section 8.4.1 of Schedule 2-5-4 - Asset Management Process provides a detailed description of SLI
and the number of stations in Hydro Ottawa’s system which have recently scored in the upper tiers
of the index (i.e. SLI 4 or 5), signifying operations near or in exceedance of the station’s rated

capacity, and thus posing a risk to reliability.

For this specific metric, Hydro Ottawa is proposing a five-year target — i.e. by the end of 2030, zero
stations will fall within the highest-risk segments of the index. This target is informed by 2023

results, in which the highest-risk classification applied to nine stations.
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2.1.11. Incremental System Capacity
This metric measures the increase in system capacity achieved through planned upgrades to

distribution infrastructure, as well as through the use of non-wire alternatives.®

A central focus for Hydro Ottawa’s 2026-2030 rate application — and its DSP, in particular — is the
pressing need for additional capacity on the utility’s grid. Capacity constraints are the single largest
driver of proposed capital investments for the upcoming rate period, representing 25% of all
expenditures. Over the coming rate term, the utility’s plans for providing the new levels of capacity
required in order to accommodate unprecedented (and in many instances, electrification-driven)
growth and demand include the completion of six new station projects and three station upgrades,
construction of new distribution circuits, upgrades to existing limiting station cables and the targeted
installation of BESS units. For further details, please see Schedule 2-5-8 - System Service

Investments.

Capacity investments are one of the top priorities of Hydro Ottawa’s overall rate plan, especially in
light of the direct linkage between the addition of system capacity and the utility’s ability to enable
greater electrification and customer adoption of electrified technologies. It is therefore appropriate
for the Custom Performance Scorecard to include a metric holding the utility accountable for
delivering on this critical objective. Given the scope and nature of its planned investments, the utility
is proposing a target of 577 megavolt-amperes (MVA) in Incremental System Capacity by 2030 (i.e.

five-year target).®

2.1.12. Distributed Energy Resource Capacity
This metric measures the total capacity of DERs which are connected to Hydro Ottawa’s distribution

grid. A formal definition of DERs provided by the IESO is the following:

8 Of note, in this context “incremental system capacity” is understood as the total new capacity which is added to Hydro
Ottawa’s distribution grid. The capacity increase is on a gross, not net, basis.
® The target only encompasses capacity additions or upgrades associated with assets that are owned by Hydro Ottawa.
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“Electricity resources that generate electrical energy, store and discharge electrical
energy, or dynamically modify electric load, and that are connected directly to an
electric distribution system or to an end-use customer’s premises within a distribution
system. They can include but not be limited to solar photovoltaics (PV), combined
heat and power plants, backup generators, energy storage, electric vehicles, and

consumer devices that can reduce or increase electricity use on demand.”°

The growing proliferation of DERs is among the key trends driving dynamic change in the operating
environment of electricity distributors in Ontario, including Hydro Ottawa. The utility has witnessed a
sustained rise in the popularity of DERs across its customer base, with different customer segments
pursuing DER solutions for different reasons: offsetting electricity costs, ensuring back-up supply,
sourcing power from cleaner forms of generation, and/or selling electricity back into the grid. Over
the last five years, as shown in Figure 7 below, there was a 30% increase in the total capacity of

DERs connected to the utility’s grid, with growth largely attributable to new renewable generation.

As part of its system forecasting and planning activities for the 2026-2030 period, Hydro Ottawa has
prepared a forecast of the expected increase in DER capacity for the upcoming rate term. As
Figure 7 below illustrates, the utility is anticipating another 30% increase in installed DER capacity,

with renewable generation once again comprising the bulk of the expansion.

© JESO Transmission-Distribution Coordination Working Group (TDWG), Glossary of Working Terms and Definitions,
Revised Draft (May 2024).
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Figure 7 - Historical and Forecasted DER Capacity
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For more information on how DERs are integrated into Hydro Ottawa’s assessment of system

capacity, please see Section 9 of Schedule 2-5-4 - Asset Management Process.

Hydro Ottawa is a strong proponent of the value that DERs can provide to distributors and
customers alike. Through its corporate strategy, the utility has adopted a favourable outlook on
DERs, viewing them as a valuable resource for helping utilities to fulfill their essential
responsibilities of maintaining and optimizing grid infrastructure. The utility is committed to enabling
the widespread adoption and utilization of DERSs, through such actions as connecting customers to

available financial incentives, fostering collaborative partnerships and implementing strategic
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programs. Additional details regarding the specific programs and activities pursued by Hydro
Ottawa to support customer adoption of DERSs, as well as the positioning of DERs within the utility’s
Grid Modernization Strategy, are available in Section 2.4 of Schedule 1-4-1 - Customer
Engagement Ongoing; Section 5.3 of Attachment 1-4-1(B) - Customer Strategy; Sections 3 and 9 of
Schedule 2-5-4 - Asset Management Process; and Section 3 of Schedule 2-5-8 - System Service

Investments.

In light of the recent and projected growth of DERs across Hydro Ottawa’s service territory, their
heightened importance and relevance in the context of an evolving operational landscape, and the
utility’s goals for enabling greater DER penetration and deployment, it is appropriate to include a
metric in the Custom Performance Scorecard tracking the capacity of DER connections. This
number will be monitored throughout the duration of the next five-year rate term, with a view
towards ensuring Hydro Ottawa is proactive in providing support for customers who are interested
in DER adoption. Ultimately, customer choice fuels the demand for DERs and this demand is highly
sensitive to policy influences, particularly the availability of funding and incentive programs.
Predicting the precise timing, magnitude and likelihood of customer adoption is challenging due to
the numerous policy, economic and technological variables at play. Actual growth may deviate from

projections if programs, incentives or technologies are introduced or curtailed.

2.1.13. Cyber Security Program Health
This metric assesses the overall maturity, effectiveness and resilience of Hydro Ottawa’s cyber
security program. It is intended to provide a holistic, high-level view of how well the utility’s cyber

security policies, controls and practices are implemented, maintained and improved over time.

As the electricity distributor to the capital city of a G7 country and the service provider to a multitude

of customers (including governmental and institutional) with unique service quality and data
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confidentiality needs, Hydro Ottawa understands the responsibility to mitigate cyber security risks

and ensure continuous fortification of its cyber security protections.

Hydro Ottawa maintains a formal, highly active cyber security program aimed at safeguarding the
integrity, confidentiality and availability of the utility’s assets, systems and information. This program
is comprised of an evolving set of tools, risk management approaches, technologies, training and
best practices designed to protect networks, devices, programs and data from attacks or
unauthorized access. Areas of focus within the program include patch management, risk
management, asset management, network architecture and security, information and data security,
governance, program assessment and audits, awareness and training, incident and crisis
management, threat and vulnerability management, insider risk, and third-party and supply chain

security.

Among Ontario electricity distributors, Hydro Ottawa was an early implementer of the U.S. National
Institute of Standards and Technology cyber security framework, which is widely regarded as a
best-in-class standard and which informs much of the Ontario Cyber Security Framework
administered by the OEB. Other major cyber security initiatives at the utility in recent years have

included the following:

e Assessments of program maturity, gaps and privacy protections;

e Establishment of incident response and managed security services from external third-party
experts;

e Regular penetration testing of corporate and operational networks and network
segmentation;

e Administration of tabletop exercises for executive management and the Board of Directors;

e Expanded cyber visibility to substations;

e Implementation of formal policies and procedures to address insider threats;
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e Sustained engagement and leadership in industry and government partnerships for
intelligence sharing and security exercises, including the OEB’s Cyber Security Advisory
Committee, IESO Cyber Security Forum, Electricity Canada’s Security and Infrastructure
Protection Committee, Canadian Centre for Cyber Security and North American Electric
Reliability Corporation; and

e Creation of new positions and additional resourcing for the program.

Hydro Ottawa recognizes that any measurement of an electricity distributor’s cyber security health
ought to encompass a combination of qualitative and quantitative indicators, such as compliance
and maturity scores, incident response times, percentage of service levels achieved, risk
assessment results and security audit findings. For purposes of this metric, the utility is proposing a
“Green-Yellow-Red” scoring system (with “Green” as the corresponding target), providing a

high-level representation of its cyber security performance, as follows:

e Green (Healthy) — program is effective, mature, and meeting or exceeding targeted
outcomes and service levels.

e Yellow (Needs Improvement) — some program gaps or weaknesses exist, but risks are
manageable with corrective actions.

e Red (Critical Deficiencies) — program suffers from major weaknesses, exposing the utility to

unacceptable levels of risk.

Annual reporting of its Cyber Security Program Health will serve as an effective and innovative
complement to the information provided by Hydro Ottawa to the OEB pursuant to Reporting and
Record Keeping Requirements (RRRs) regarding cyber security readiness.

For more information on the investments planned by Hydro Ottawa to strengthen its cyber security
protections during the 2026-2030 rate term, please see Schedule 2-5-9 - General Plant

Investments.
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2.1.14. Productive Time

Controlling costs is a fundamental imperative and expectation for electricity distributors under the
OEB’s RRF. Among other considerations, minimizing price increases and rate impacts consistently
ranks as an outcome prioritized by customers. Hydro Ottawa takes seriously its responsibility to
maintain downward pressure on costs and recognizes that there are mechanisms which must be

incorporated into a Custom IR application to ensure cost control and continuous improvement.

With the purpose of the Custom Performance Scorecard being to align performance metrics with
outcomes that are valued by customers, the utility sees merit in including a pair of measures which
are explicitly linked to cost control — namely, Productive Time and Labour Allocation. (Labour

Allocation is described below in section 2.1.15).

Productive Time measures the total regular hours charged to a work order as a ratio of total

regular hours. Five-year historical data for this metric is presented in Figure 8 below.
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Figure 8 - 2019-2023 Productive Time
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For additional detail, including information on the formula used to calculate Productive Time as well
as an interpretation of historical results, please see Section 3 in Schedule 2-5-3 - Performance
Measurement for Continuous Improvement. Based on the information set forth therein, Hydro
Ottawa is aiming to maintain Productive Time at historical average levels during the 2026-2030 rate

period.

2.1.15. Labour Allocation
Together, Labour Allocation and Productive Time (see section 2.1.14 above) serve as the
foundation for the utility’s evaluation of its labour utilization performance. This data-driven approach

facilitates ongoing optimization of workforce deployment and operational efficiency.

Rate Framework and Performance Outcomes Proposed Annual Reporting

29



[N

10

2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 3
Schedule 2
ORIGINAL
Page 30 of 46

Labour Allocation is the amount of labour spent on maintenance and administrative work as a ratio

of total productive time. Historical data is provided in Figure 9 below.

Figure 9 - 2019-2023 Labour Allocation
100%
75%
50%
a3% a7 35% 35%
29%
25%
0%
2019 2020 2021 2022 2023
For additional detail on this metric, including the formula for its calculation and an interpretation of
historical results, please see Section 3 in Schedule 2-5-3 - Performance Measurement for
Continuous Improvement. Based on the information set forth therein, Hydro Ottawa is aiming to
maintain Labour Allocation at historical average levels during the 2026-2030 rate period.
Rate Framework and Performance Outcomes Proposed Annual Reporting
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2.1.16. OM&A per Customer
2 This metric is defined as the total amount of operations, maintenance and administration (OM&A)
expenditures incurred by Hydro Ottawa (on an annual basis) divided by the total number of

4 customers that the utility serves.
6 Figure 10 below outlines five-year historical data for OM&A per Customer.

Figure 10 - 2019-2023 OM&A per Customer
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The reason for including two different data sets in Figure 10 is that there have been different
formulas available for calculating OM&A per customer. In its 2021-2025 Custom Performance

Scorecard, Hydro Ottawa adopted the definition of “Total O&M per Customer” that was previously
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utilized in OEB Appendix 5-A, which was appended to DSPs in distributor rate applications. The
Appendix 5-A formula is what the utility has employed (and will continue to employ) for its annual
reporting to the OEB, as part of its current rate plan. However, with Appendix 5-A no longer being a
component of the Chapter 5 Filing Requirements, the utility has also included OM&A per customer
values which are calculated using the methodology under the OEB’s RRR requirements. This latter
methodology is what Hydro Ottawa will adopt for the 2026-2030 rate term (and is also aligned with
the definition of OM&A per customer that is presented in Attachment 1-3-3(D) - Supplemental
Industry Benchmarking Analysis).

The measurement of a utility’s costs, or a subset of its costs, relative to the overall size of its
customer base is a well-established practice and principle for cost control purposes. OM&A per
Customer is a metric that will complement the assessment of Hydro Ottawa’s total costs per

customer, which is included in the OEB’s annual Electricity Utility Scorecard.

The utility’s proposed OM&A costs for the 2026-2030 rate period are summarized in Schedule 4-1-1
- Operations, Maintenance and Administration Summary. As described therein, these costs are
necessary to safely and reliably operate and maintain the distribution grid, provide service levels
that are satisfactory to customers, and ensure continued compliance with legislative and regulatory
requirements. The annual adjustment of OM&A expenditure levels using a Custom Revenue OM&A
Factor (CROF) will serve as an effective mechanism over the upcoming rate term for balancing the
needs of the utility (i.e. to recover costs that are prudently incurred) with those of the customer (i.e.
to have the assurance of value for money), consistent with the principles of incentive regulation set
forth in the RRF.

Hydro Ottawa believes that the inclusion of OM&A per Customer in its annual reporting obligations
will serve as an additional means for demonstrating accountability to, and instilling confidence in,

customers when it comes to controlling costs, limiting upward pressure on OM&A and minimizing
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impacts on rates. The utility will monitor its cost control performance over the course of the next

five-year rate term and ensure that it is supported through the successful achievement of planned

productivity improvements and operational efficiencies.
2.1.17. Scope 1 Greenhouse Gas Emissions
This metric measures the greenhouse gas (GHG) emissions that are generated by Hydro Ottawa in
carrying out its business activity and operations, and that are produced by sources controlled or
owned by the utility. Canadian Sustainability Disclosure Standard 2: Climate-related Disclosures
defines “Scope 1”7 as follows: “Direct greenhouse gas emissions that occur from sources that are
owned or controlled by an entity.”" In Hydro Ottawa’s case, Scope 1 encompasses emissions from
the utility’s heating of administrative and operational facilities, its vehicle fleet, and equipment
containing sulfur hexafluoride (SF;), which is used as insulating material.
Figure 11 below provides historical data for the utility’s Scope 1 emissions.
" In December 2024, the Canadian Sustainable Standards Board issued the first Canadian Sustainability Disclosure
Standards. Available: https://www.frascanada.ca/en/cssb/news-listings/csds1_csds2_launch.
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Figure 11 - 2021-2023 Scope 1 GHG Emissions (Tonnes)
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The inclusion of this metric in the Custom Performance Scorecard is appropriate for several
reasons.

First, it aligns well with the RRF’s emphasis on Public Policy Responsiveness. Governments at all
levels — federal, provincial and municipal — have set targets for the reduction of economy-wide GHG
emissions. Hydro Ottawa is particularly attuned to the aspirations of its shareholder, the City of
Ottawa, which is seeking 100% reduction of emissions by 2050, relative to 2012 levels.'? The utility
is a committed partner in supporting the City’s emissions-reduction goals and recognizes the role it

must play in lowering its own corporate emissions in order for municipal objectives to be achieved.

12 See here for additional |nformat|on on the City of Ottawa S Cllmate Change Master Plan:

ectlon 08062b40 74a0-4521-b619- 93451ff489fe
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Secondly, the proposed approach is consistent with the broader trajectory of sustainability reporting
in domestic and international capital markets, including the recent finalization of the first
sustainability and climate-related disclosures that are tailored to Canadian entities and the
Canadian business landscape. At the time of filing, these standardized disclosures are not binding
on electricity distributors in Ontario; however, Hydro Ottawa has aimed to maintain leading
governance and reporting practices for a company of its size and mandate. The utility is guided by
standards applicable to publicly-traded companies, and seeks to meet or exceed them. Accordingly,
the utility acknowledges that the public reporting of its emissions as part of its 2026-2030 rate plan
would comport with the standards that are being established for corporations more widely in

Canada.

Finally, Hydro Ottawa’s parent company, Hydro Ottawa Holding Inc., has committed to achieving
net-zero operations by 2030. While this a holding company-level goal, as the largest subsidiary
within the corporate enterprise, Hydro Ottawa is well-positioned to help contribute meaningfully to
its achievement. The obligation for the utility to report annually to the OEB against its own progress

in reducing emissions is therefore fitting within a corporate context as well.

In step with the foregoing, Hydro Ottawa intends to lower its Scope 1 GHG emissions profile over
the course of its upcoming five-year rate period. Additional information regarding planned action
and investments with respect to its work centres and vehicle fleet is available in Sections 10 and 11

of Schedule 2-5-9 - General Plant Investments.

2.1.18. Scope 2 Greenhouse Gas Emissions

Similar to the metric discussed above, this metric measures GHG emissions that are produced as
part of the business activity and operations of Hydro Ottawa. Whereas Scope 1 emissions are those
over which the utility has direct control, the utility’s control over Scope 2 emissions is much more

limited. Canadian Sustainability Disclosure Standard 2: Climate-related Disclosures defines “Scope

Rate Framework and Performance Outcomes Proposed Annual Reporting

35



10

11

12

13

14

2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 3
Schedule 2
ORIGINAL
Page 36 of 46

2" as follows: “Indirect greenhouse gas emissions from the generation of purchased or acquired
electricity, steam, heating or cooling consumed by an entity. Purchased and acquired electricity is
electricity that is purchased or otherwise brought into an entity’s boundary. Scope 2 greenhouse gas

emissions physically occur at the facility where electricity is generated.”

Historical data for Hydro Ottawa’s Scope 2 GHG emissions is presented in Figure 12 below.

Figure 12 - 2021-2023 Scope 2 GHG Emissions (Tonnes)
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The rationale for the proposed inclusion of Scope 2 GHG emissions mirrors that of the Scope 1
metric. However, a key factor for Scope 2 emissions is the carbon-intensity of the provincial
electricity system. As the IESO has noted, from 2025-2030, the emissions profile of Ontario’s bulk

grid is set to rise, as natural gas generation helps to address supply shortfalls in the midst of the
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refurbishments of the province’s nuclear generating stations.™ During this window of time, the ability
of all electricity distributors in Ontario, including Hydro Ottawa, to manage and limit their Scope 2
GHG emissions effectively will be significantly constrained. Accordingly, on account of the indirect
nature of Scope 2 emissions, Hydro Ottawa believes that a commitment to monitor, rather than

reduce, their levels is appropriate.

2.1.19. Annual Oil Spills & Costs of Remediation

These metrics measure the total amount of oil (in litres) from Hydro Ottawa infrastructure and
equipment spilled into the environment, and the corresponding costs of remediation (represented in
external contractor costs only). Qil is a critical component of certain types of distribution system
assets — in particular, transformers (both overhead and underground) and breakers. Oil is essential
to cooling, insulation and longevity of the assets, and plays a crucial role in the management of

asset temperature, moisture in the surrounding environment, oxidation and corrosion.

In step with its asset management and environmental stewardship objectives, Hydro Ottawa
administers routine inspection programs for oil-filled equipment and actively manages replacements
to mitigate the environmental impact of oil spills and to minimize health and safety risks to the public
and employees. The utility endeavours to minimize oil spills through the use of proactive measures
(e.g. infrared scanning) to identify and address leaking equipment before the leaks become larger

spills, and through the installation of oil containment units underneath each transformer.

Nevertheless, unexpected oil releases do occur, with the majority of these releases being related to
the failure of transformers due to age or damage. Hydro Ottawa maintains a 24-hour response
system, which involves the mobilization of an immediate response through an on-call spill

remediation contractor, as well as prompt reporting to the Ministry of Environment, Conservation

3 IESO, Ontarlo s Energy Future Spring 2024 Update page 4. Avallable

4.pdf'.
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and Parks. All of the utility’s large vehicles carry spill response kits containing protective equipment

2 for employees, and absorbent materials and mats to prevent spill entry into sensitive areas.

4 The figures below summarize the total volume and remediation costs associated with oil spills from

5 Hydro Ottawa equipment during the 2019-2023 period.

7 Figure 13 - 2019-2023 Oil Spill Volumes (Liters)
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Figure 14 - 2019-2023 Costs of Oil Spill Remediation
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While the amount of oil spilled yearly has been trending down since 2019, the costs of remediation
have been trending upwards (with 2023 being an outlier on both fronts). Key factors at play include
the greater complexity and costs associated with remediation efforts for leaks and spills in
underground transformers, as well as an increase in third-party contractor costs driven in part by

recent inflation.

In keeping with its commitment to accountability for environmental protection, and in light of the

10

11

12

significant investments the utility is planning in infrastructure renewal and build-out over the

2026-2030 rate term, Hydro Ottawa is targeting sustained reductions in oil spills and the

corresponding remediation costs.
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2.1.20. Non-Hazardous Waste Diversion Rate

This metric tracks the rate at which non-hazardous waste is successfully diverted from landfills,
measured as a percentage. Reducing the amount of non-hazardous waste that is generated and
diverting more away from landfill are important elements of minimizing Hydro Ottawa’s
environmental footprint. The utility tracks all solid and liquid wastes, and has systems in place to
ensure high diversion rates are maintained. Elements of this system range in size and scope, from
the centralized four-stream waste collection program which is a pillar of activity, to more modest
measures which vyield significant combined benefits (e.g. recycling stations, drinking bottle fill

stations, food waste dehydrator and environmentally-friendly default settings on office printers).

The waste diversion rate can vary slightly from year to year, depending on the type and volume of
materials being removed from service and the availability of recycling options for the resulting

waste. Figure 15 outlines the waste diversion levels achieved in recent years.
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Figure 15 - 2019-2023 Non-Hazardous Waste Diversion Rate
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Additional information on Hydro Ottawa’s waste diversion program is available in Attachment
4-1-3(E) - Health, Safety and Environmental Compliance,Sustainability and Business Continuity

Management.

For the 2026-2030 rate term, the utility is aiming to maintain the high rates of non-hazardous waste
diversion which have been reached in recent years. First and foremost, a diligent and sustained
focus on minimizing waste will be required during a period of historic capital investment and
expansion of the workforce. Heightened levels of construction and asset refurbishment and
replacement, along with the presence of more employees in the field and the office, introduces the

prospect of generating waste in higher-than-average quantities. Additional attention will therefore be
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needed to ensure waste diversion remains responsibly managed. What's more, Hydro Ottawa
wishes to ensure that the Custom Performance Scorecard appropriately reflects the emphasis
placed by the utility on environmental protection and the priority status afforded to this objective by
customers and stakeholders — especially with the principal landfill sites in the Ottawa area
approaching maximum capacity over the coming years." During the upcoming five-year period,
Hydro Ottawa will work to ensure employees have all the tools they need to reduce waste and

minimize pressures on local landfills.

2.1.21. Percentage of Green Suppliers
This metric measures the percentage of goods and services that are procured from local suppliers

(i.e. suppliers located within a 100 km radius of the National Capital Region [NCR]).

Housed within the Supply Chain Program at Hydro Ottawa, the procurement function is essential to
the utility’s effectiveness and efficiency. The function is responsible for procuring all products and
services required across every facet of the utility’s business and operations, with a rigorous focus
on achieving value for money on behalf of ratepayers. This is achieved through adherence to fair,
open, efficient, transparent and accountable processes, and through the cultivation of strong
relationships with reputable, ethical and high-performing vendors. Together, this enables Hydro
Ottawa to secure competitive pricing and reliable delivery of goods and services. Please see

Attachment 4-2-2(A) - Procurement Policy for additional details.

Consistent with its commitment to sustainability, a hallmark of Hydro Ottawa’s approach to
procurement has been the administration of policies and purchasing decisions with a view towards
maximizing environmentally-friendly outcomes. The utility uses a point system for evaluating

supplier proposals, and includes environmental designations and practices in proposal

™ For example, according to the City of Ottawa’s Solid Waste Master Plan updated in 2024, based on then-current waste
disposal rates the Trail Road Landfill in Ottawa could be full between 2034 and 2036.
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1 requirements, as appropriate. Where cost-effective to do so, Hydro Ottawa sources goods and

2 services locally, so as to minimize transportation and associated impacts on the environment,

3 reduce its Scope 3 emissions,’® and support community-based economic development. To that end,

4 Hydro Ottawa tracks the relative proportion of purchase orders placed with firms in and surrounding

5 the NCR. Sourcing of goods and services from local suppliers within a 100 km radius of the NCR,

6 measured in terms of dollars spent, has annually averaged 45% over the past five years, as shown

7 in Figure 16 below.

8

9 Figure 16 - 2019-2023 Percentage of Green Suppliers
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'® Canadian Sustainability Disclosure Standard 2: Climate-related Disclosures defines “Scope 3” as follows: “Indirect
greenhouse gas emissions (not included in Scope 2 greenhouse gas emissions) that occur in the value chain of an entity,
including both upstream and downstream emissions. Scope 3 greenhouse gas emissions include the Scope 3 categories
in the Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting and Reporting Standard (2011).”
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The inclusion of this metric in the Custom Performance Scorecard for the next five-year rate term is
appropriate for several reasons. First, it is responsive to shareholder and stakeholder expectations
for Hydro Ottawa to support local economic development opportunities and contribute to community
well-being. Second, it is consistent with the broader trajectory of sustainability reporting in domestic
and international capital markets, including the recent finalization of the first sustainability- and
climate-related disclosures that are tailored to Canadian entities and the Canadian business
landscape (whose scope encompasses Scope 3 emissions). Finally, it comports with
recently-enacted requirements from the Government of Canada for businesses to sharpen their
focus on ensuring forced labour and child labour is not being used in their supply chains'® (i.e. more
relationships with locally-based suppliers allows for greater confidence and risk management in this

regard).

At the same time, objectives for locally-sourced procurement must be balanced against other
business imperatives, not the least of which is the unprecedented capital investment program that is
required for the 2026-2030 rate period and which will compel Hydro Ottawa to look beyond its
immediate geographic confines to obtain critical distribution equipment and infrastructure.
Accordingly, the utility is planning to maintain local procurement at current levels over the next five

years.

2.1.22. Bad Debt as a Percentage of Total Electricity Revenue

This metric measures the proportion of bad debt relative to electricity revenue over a specific period
of time. It is a useful performance measurement tool for electricity distributors, as it enables
high-level monitoring of financial and credit risk, while serving as an indicator of the effectiveness
and efficiency of a distributor’s revenue collection process as well as the effectiveness of informing
customers about the Ontario Electricity Support Program and the Low-income Energy Assistance

Program.

' As per the Fighting Against Forced Labour and Child Labour in Supply Chains Act, which took effect in 2023.
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2
3 Figure 17 - 2019-2023 Bad Debt as a Percentage of Total Electricity Revenue
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6 Hydro Ottawa is proposing the inclusion of this metric in its Custom Performance Scorecard for

7 several reasons. First, it is helpful in assessing whether the utility’s credit and collection policies and

8 practices may require adjustment, as a high bad debt percentage can signal that a significant

9 portion of revenue is not being collected. Similarly, in view of the strain that bad debt can place on

10 cash flow, the metric lends assistance to the utility’s efforts to plan for a stable level of OM&A and

11 capital expenditures.
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Finally, the metric is one of the unique barometers available to Hydro Ottawa of broader conditions
within the economy. As illustrated in Figure 15 above, this metric has tracked closely with major
economic pressures and challenges which resulted in increased instances of non-payment by
customers. Within the last five years, the crests in bad debt percentage have coincided with the
outbreak of a global pandemic and accompanying public health restrictions on economic and social
activity (2020), as well as a prolonged period featuring the combined effects of elevated levels of
inflation and interest rates (2023). The metric is therefore well-suited to supporting the utility in

proactively identifying segments of its customer base which may require targeted assistance.

Against a larger backdrop of persistent economic uncertainty, Hydro Ottawa sees merit in publicly
reporting on its bad debt percentage throughout its 2026-2030 rate term. The utility plans to monitor
the status of this metric and enhance its risk mitigation and customer payment strategies as

circumstances warrant.

3. PROGRESS ON CAPITAL SPENDING

To ensure transparency and accountability in the execution of its capital programs, Hydro Ottawa
proposes to continue publishing detailed annual updates on the progress of capital spending
progress throughout the 2026-2030 rate period. These updates will maintain the same form and
manner as the current 2021-2025 annual Custom IR Annual Reports. They will provide a clear and
comprehensive overview of actual gross capital expenditures, broken down by program type,
specifically System Access, System Renewal and System Service, and General Plant. This data will
be presented alongside the approved capital expenditure plans, enabling stakeholders to effectively
evaluate Hydro Ottawa’s ability to adhere to its capital spending commitments, assess the progress
of critical infrastructure projects, and gain insights into the efficient and prudent allocation of

resources.
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BENCHMARKING

1. INTRODUCTION

A key tool in the Renewed Regulatory Framework (RRF) performance measurement toolkit is
benchmarking. In its Renewed Regulatory Framework for Electricity Distributors: A
Performance-Based Approach (RRFE Report), the OEB determined that “[e]xpanded use of
benchmarking will be necessary to support the Board’s renewed regulatory framework policies.”
This finding is affirmed in the Handbook for Utility Rate Applications, which conveys the OEB’s
expectation for utilities “to provide benchmarking analysis which supports their proposed plans

and programs and demonstrates continuous improvement.”

This Schedule contains several pieces of benchmarking evidence, which are intended to serve

multiple purposes:

e Including benchmarking information will assist the OEB in evaluating Hydro Ottawa’s
performance patterns and in assessing the proposals outlined in the utility’s capital and
operational plans.

e Benchmarking conducted or commissioned by the utility has helped inform the
establishment and incorporation of specific outcomes into the proposed annual reporting
for the 2026-2030 rate period.® It has also influenced the development of the Custom
Revenue Operations, Maintenance & Administration (OM&A) Factor, a defining feature
of the Customer Incentive Rate-Setting (Custom IR) framework underpinning this
Application.*

e The use of benchmarking studies and analysis is directed at supporting the achievement

of the OEB’s RRF outcome of Operational Effectiveness, which is interpreted as the

" Ontario Energy Board, Report of the Board - Renewed Regulatory Framework for Electricity Distributors: A
Performance Based Approach (October 18, 2012), page 59.
2 Ontario Energy Board, Handbook for Utility Rate Applications (October 13, 2016), page 18.

3 See Schedule 1-3-2 - Proposed Annual Reporting for more information.
4 See Schedule 1-3-1 - Rate Setting Framework for more information.
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achievement of performance excellence through the cultivation of a culture of innovation
and continuous improvement. It also aligns with Hydro Ottawa’s corporate strategic
objectives, such as ensuring organizational capacity to deliver on its core service

obligations.®

Together, these functions help demonstrate Hydro Ottawa's continued accountability to the
OEB, its customers, other stakeholders, and its shareholders to provide value for money and

cost-effective outcomes delivery.

Consistent with OEB requirements, the benchmarking evidence appended to this Application
takes two forms - external and internal. The external benchmarking consists of two reports
commissioned from third parties to analyze the utility’s performance in compensation and
information technology (IT) relative to comparator groups. It also consists of benchmarking
analyses conducted by Hydro Ottawa, in which the utility’s performance is juxtaposed against
that of comparable utilities in Ontario and the provincial electricity distribution industry as a
whole. The internal benchmarking relies upon metrics in the annual Electricity Utility Scorecard
(OEB scorecard), Activity and Program-Based benchmarking (APB), custom supplemental
benchmarking, and total cost benchmarking to assess Hydro Ottawa’s performance and

continuous improvement over time. The attachments to this Schedule are as follows:

e Attachment 1-3-3(A) - PEG Benchmarking Analysis

e Attachment 1-3-3(B) - Activity and Program-Based Benchmarking Analysis

e Attachment 1-3-3(C) - Electricity Utility Scorecard Benchmarking Analysis

e Attachment 1-3-3(D) - Supplemental Industry Benchmarking Analysis

e Attachment 1-3-3(E) - Hydro Ottawa Enterprise IT Spending & Staffing Benchmark
e Attachment 1-3-3(F) - Compensation Benchmarking Study

® For more information on the utility’s strategic objectives, please see Section 2 of Schedule 1-2-3 - Business Plan.

Rate Framework and Performance Outcomes Benchmarking



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

2026-2030 Custom IR

L~ EB-2024-0115
/‘ H_le'o Exhibit 1

Tab 3
Schedule 3
ORIGINAL

Page 3 of 22

Also appended to this Schedule, as per Chapter 2 Filing Requirements, is Excel Attachment
1-3-3(G) - OEB Benchmarking Spreadsheet Forecast Model.

In the section below, and the accompanying Attachments to this Schedule, Hydro Ottawa
explains in greater detail its rationale for conducting the respective benchmarking exercises,
what insights were yielded into recent trends in the utility’s performance and efficiency, how the

utility is interpreting the findings, and what actions the utility is taking as a result.

2. PEER GROUP SELECTION FOR ANALYSIS

Hydro Ottawa, with the support of Utilis, has developed peer groups of electricity distribution
companies in Ontario to benchmark against for the APB, OEB scorecard, and supplemental
benchmarking analyses. Hydro Ottawa reviewed its position relative to three main distribution
characteristics published in the OEB’s open data inventory: (1) total customers, (2) load
distribution across customer classes, and (3) rural and urban distribution, calculated as the

square footage of rural territory divided by the square footage of total territory.

Hydro Ottawa also identified peer groups for each APB unit cost, scorecard, and supplemental
metric, with some exceptions where benchmarking did not add value, based on a qualitative
assessment of the defining characteristic of each unit cost or metric. For example, Hydro
Ottawa selected peer group 4 for unit costs that used customer counts as their denominator
because customer counts are the defining similarity between utilities. To expand the robustness
of comparators, it was assessed that load distribution characteristics should be considered as
well. The peer groups help to provide context and perspective relative to industry averages

because they identify distributors with characteristics similar to Hydro Ottawa.

Hydro Ottawa notes, though, that few comparable utilities, if any, in Ontario have similar
characteristics (size, weather patterns, population distribution, growth, and geography) suitable
for its benchmarking. Hydro Ottawa is constrained by a lack of public data outside Ontario to

identify comparable utilities in North America and draw meaningful insights from benchmarking.

Rate Framework and Performance Outcomes Benchmarking
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Consequently, the utility established several peer groups for benchmarking depending on what

was being measured. However, accurately ascertaining the reasons for differences in

performance between utilities was challenging for the reasons described above, as well as not

having a clear understanding of how each distributor uses the Uniform System of Accounts.

Based on this selection process, Hydro Ottawa established the comparative peer groups of the

following Ontario distributors, outlined in Table 1 below.

Table 1 - Benchmarking Peer Groups

Source Peer Group Criteria Distributors Value
Alectra Utilities Corporation 1,082,646
Elexicon Energy Inc. 176,725
2023 Customer Enova Power Corporation 162,022
Data 1 Counts >
Inventory 150,000 Hydro Ottawa Limited 364,334
London Hydro Inc. 167,081
Toronto Hydro-Electric System Limited 792,732
Enova Power Corp. 37.0%
ENWIN Utilities Ltd. 36.4%
Hydro Hawkesbury Inc. 35.6%
. o
2023 Percentage of Hydro Ottawa Limited 36.6%
Data 2 Residential Kingston Hydro Corporation 35.8%
Inventory . Niagara Peninsula Energy Inc. 37.2%
Niagara-on-the-Lake Hydro Inc. 36.4%
Orangeville Hydro Limited 35.6%
Renfrew Hydro Inc. 36.1%
Bluewater Power Distribution Corporation 54.2%
Burlington Hydro Inc. 47.9%
Rural/Urban
2023 Ratio (within | Elexicon Energy Inc. 59.6%
Data 3 15% of Hydro imi 5
Inventory o Y Hydro Ottawa Limited 59.3%
Ottawa) -
InnPower Corporation 73.6%
London Hydro Inc. 58.0%
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Source  Peer Group Criteria Distributors Value
Synergy North Corporation 67.6%
Welland Hydro-Electric System Corporation 44 4%
Alectra Utilities Corporation
Enova Power Corp.
ENWIN Utilities Ltd.
Elexicon Energy Inc.
Hydro Hawkesbury Inc.
2023 Peer Groups 1 | Kingston Hydro Corporation )
Data 4 and 2 Combined
Inventory London Hydro Inc.

Niagara Peninsula Energy Inc.

Niagara-on-the-Lake Hydro Inc.

Orangeville Hydro Limited

Renfrew Hydro Inc.

Toronto Hydro-Electric System Limited

Table 2 below summarizes which metrics the peer groups are assigned to based on the process

described above.

Rate Framework and Performance Outcomes

Benchmarking



/E Hydro

Table 2 - Peer Group Assignment Summary

2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 3

Schedule 3
ORIGINAL

Page 6 of 22

Benchmark Attachment Metric Peer Group Use
APB 1-3-3(B) Billing O&M 4
APB 1-3-3(B) Metering O&M 4
APB 1-3-3(B) Vegetation Management O&M 3
APB 1-3-3(B) Lines O&M 3
APB 1-3-3(B) Stations O&M 4
APB 1-3-3(B) Poles, Towers, & Fixtures O&M 4
APB 1-3-3(B) Stations Capital Expense (CAPEX)® 4
APB 1-3-3(B) Poles, Towers, & Fixtures CAPEX 4
APB 1-3-3(B) Line Transformers CAPEX 3
APB 1-3-3(B) Meters CAPEX 4

Scorecard 1-3-3(C) New Residential/Business Connections 4
Scorecard 1-3-3(C) Scheduled Appointments Met 4
Scorecard 1-3-3(C) Telephone Calls Answered 4
Scorecard 1-3-3(C) Billing Accuracy 4
Scorecard 1-3-3(C) Level of Public Awareness 4
Scorecard 1-3-3(C) Average Number of Hours that Power to a Customer is 3
Interrupted (SAIDI)
Scorecard 1-3-3(C) Average Number of Times that Power to a Customer 3
is Interrupted (SAIFI)
Scorecard 1-3-3(C) Total Cost per Customer 4
Scorecard 1-3-3(C) Total Cost per KM of Line 3
Scorecard 1-3-3(C) Liquidity: Current Ratio 1
Scorecard 1-3-3(C) Leverage: Total Debt-to-Equity Ratio 1
Scorecard 1-3-3(C) Return on Equity 1
Supplemental 1-3-3(D) System Load (MWh) Per Customer 1
Supplemental 1-3-3(D) Primary Circuit Kilometers Per 1,000 Customers 1
Supplemental 1-3-3(D) Severe Weather Event Frequency Per Year 1

& All OEB benchmarking references to CAPEX denote capital additions.

Rate Framework and Performance Outcomes
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Benchmark Attachment Metric Peer Group Use
Supplemental 1-3-3(D) Loss Factor Percentage 1
Supplemental 1-3-3(D) FTE Per Primary Circuit Kilometer 1
Supplemental 1-3-3(D) FTE Per 1,000 Customers 1
Supplemental 1-3-3(D) FTE Per GWh 1
Supplemental 1-3-3(D) FTE Per $1,000,000 Capital Additions 1
Supplemental 1-3-3(D) OM&A Costs Per Customer 1
Supplemental 1-3-3(D) OM&A Costs Per Primary Circuit Kilometer 1
Supplemental 1-3-3(D) OM&A Costs Per FTE 1
Supplemental 1-3-3(D) OM&A Costs Per MWh 1
Supplemental 1-3-3(D) OM&A Cost and Capital Additions Ratio 1
Supplemental 1-3-3(D) Total Cost Per FTE 1
Supplemental 1-3-3(D) Weighted Average Cost of Debt 1
Supplemental 1-3-3(D) Operating Ratio 1
Supplemental 1-3-3(D) Monthly Loss Factor Cost Per Customer 1
Supplemental 1-3-3(D) Outage Cause Codes 1

3. TOTAL COST BENCHMARKING ANALYSIS

The OEB uses total cost benchmarking to assess and compare the cost efficiency of distribution

utilities in Ontario. The tool used to perform this analysis is the total cost econometric

benchmarking model (PEG model) developed by PEG. PEG uses econometric techniques to

model a utility’s relationship between total costs and various factors that influence these costs.

The model costs are compared to a utility’s actual total costs to determine its cost performance.

This performance is compared to other utilities in Ontario, and each utility is stratified into

cohorts with corresponding stretch factors. The stretch factor is an input in Hydro Ottawa’s

Custom Revenue OM&A Factor that is a main aspect of the utility's Custom Incentive
Rate-setting (Custom IR) framework for the 2026-2030 period.

Rate Framework and Performance Outcomes
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Submitting the model is a rate application requirement per Section 2.1.6 of the Chapter 2 Filing
Requirements for Electricity Distribution Rate Applications - 2025 Edition for 2026 Rate
Applications, as updated on December 9, 2024 (Filing Requirements). Distributors must provide
a forecast of their efficiency assessment to provide the OEB with a directional indication of
efficiency. Each year, the OEB supplies a consolidated PEG model with prefilled data for
distributors. Hydro Ottawa has used this model to complete its total cost benchmarking forecast
for 2024 to 2030, which can be found in Excel Attachment 1-3-3(G) - OEB PEG Benchmarking
Forecast Model. The results of this forecast are outlined in Attachment 1-3-3(A) - PEG

Benchmarking Forecast Analysis.

It is important to note that Hydro Ottawa’s efficiency results use adjusted values, including total
circuit kilometers that include secondary lines (in addition to its primary lines), which had been
omitted from the model in the past. This inclusion is consistent with existing practices and will
produce a more accurate estimate of the utility’s predicted total costs. Further, adjustments are
made for the impact of provincial conservation and demand management (CDM) programs, and

other revenues.

Using the OEB-supplied PEG model, Hydro Ottawa has reached the following conclusions:

e Hydro Ottawa’s three-year cost performance average produces a 2026 (the base year of
the Custom IR period) cohort of 3, which equates to a stretch factor of 0.3%. The test
period stretch factors are summarized in Table 3.

e Subsequent cost performance increases at the utility are largely due to the demands of
electrification and modernizing the network. The PEG model’s regression period
(2002-2012) reflects a different set of cost conditions and therefore underestimates total
costs.

e Hydro Ottawa has corrected for omitted secondary total circuit kilometers and updated

its PEG model, producing a more accurate model.

Rate Framework and Performance Outcomes Benchmarking
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e The PEG model has methodological deficiencies that underestimate predicted costs and
overreport OM&A, due to the lack of consideration of CDM and removal of costs related
to other revenues, which Hydro Ottawa corrected for, producing a more accurate model
as it relates to Hydro Ottawa.

e An OEB-commissioned study, “Review of Total Cost Benchmarking Methodology for
Electricity Distributors,” confirmed the existence of PEG model deficiencies, including an

absence of explanatory variables and an out-of-date regression model.”

Table 3 - Projected Total Cost Benchmarking Results

Model Results 2025 2026 2027 2028 2029 2030

3-year Average Performance 2.3% 3.1% 5.8% 9.3%| 11.4%| 13.0%
Annual Result 3 3 3 4 4 4
Three-year Average 3 3 3 3 4 4

Based on the findings and scores produced by PEG’s econometric benchmarking model, Hydro

Ottawa calculates a stretch factor of 0.30%.

Throughout this Application, there are several linkages between the plans and proposals set
forth by Hydro Ottawa and the results of the PEG econometric benchmarking model. Foremost
among these is the inclusion of the proposed stretch factor of 0.30% in the utility’s Custom
Revenue OM&A Factor adjusted for a 0.15% stretch Hydro Ottawa embedded into its rebasing

year.?

Furthermore, along with the generally positive and supportive feedback received from

customers on Hydro Ottawa’s proposed capital and operational plans, the findings yielded from

" University of Toronto, Review of Total Cost Benchmarking Methodology for Electricity Distributors (November 12,
2024).
8 See Schedule 1-3-1 - Rate Setting Framework for more information.

Rate Framework and Performance Outcomes Benchmarking
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this econometric benchmarking exercise serve as critical validation of the reasonableness of the
utility’s projected capital and OM&A expenditures from 2026-2030. This affirmation informed
Hydro Ottawa’s approach to finalizing its overall envelope of capital projects and OM&A
programs, with the utility drawing confidence from the PEG benchmarking model’s results
around what would be considered prudent investment by customers, its shareholder, other
stakeholders, and the OEB.

4. ACTIVITY AND PROGRAM-BASED BENCHMARKING ANALYSIS

The APB framework is designed to enhance the OEB’s oversight of electricity distributors in
Ontario by providing a more granular and targeted approach to performance assessment. APB
examines specific operational activities enabling a deeper understanding of utility cost
structures, operational efficiency, and value delivered to customers. By benchmarking
performance at this activity level, APB aims to identify best practices, facilitate peer
comparisons, encourage continuous improvement, and ensure cost-effective service delivery for

energy consumers.

Section 2.1.6 of the Filing Requirements stipulates that a utility should include a variance
analysis of the 10 programs outlined in the OEB’s Activities and Program Benchmarking
Reports. Hydro Ottawa has adopted this tool to measure and monitor the achievement of

productivity gains across the utility and in comparison with its distribution peers in Ontario.

Hydro Ottawa views the inclusion of unit cost analysis as a valuable complement to
benchmarking the utility’s total cost envelope and as an opportunity to obtain insights into the

efficiency of its capital investments and OM&A programs at a more granular level.

Rate Framework and Performance Outcomes Benchmarking
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Hydro Ottawa respectfully notes large volatility in unit cost results from year to year across
Ontario distributors in the source data, with some reporting negative unit costs.® The volatility of
these unit costs suggests that some of the programs are not pragmatically quantified and that
variability in spending is driving large differences in unit costs between years. Unit costs are
meant to measure the cost inputs for producing a single output unit. By expressing costs in
these terms, stakeholders can measure the amount of O&M/capital expenditures needed to
produce the desired results in comparison to other distributors. Hydro Ottawa contends that, in
some instances, the APB unit costs fail to achieve this outcome. Many of the unit costs are
divisible not by outputs (pole additions for example), but by quantifiable utility characteristics
that may or may not have a direct relationship with the numerator. This methodological
approach limits the benchmarking efficacy of the APB unit costs. While Hydro Ottawa does not
agree with all aspects of the methodological approach, the analysis strives to demonstrate this
tool and promote discussion of its outcomes, potentially showing areas of improvement for

future analysis.

The utility completed the APB analysis with the results outlined in Attachment 1-3-3(B) -
Activity-Based Performance Benchmarking Analysis.

On the whole, Hydro Ottawa compares favourably to the Ontario distribution industry.” The key

takeaways from the analysis are captured in Figure 1 below.

As shown in Figure 1, in five of the 10 APB programs, Hydro Ottawa’s performance is below

five-year industry averages, and in two, it is below 25% of the industry average.” Of the three

® Ontario Energy Board, “Activity and Program-based Benchmarking Initiative - 2023 Unit Cost Report,”
https://www.rds.oeb.ca/CMWebDrawer/Record/868525/File/document. Alectra Utilities Corporation’s Power, Towers
and Fixtures O&M unit cost for 2022 was - $0.01 per pole.

' “Industry” refers to all 54 local distribution companies in Ontario that report to the OEB.

" Ontario Energy Board, Chapter 2 Filing Requirements for Electricity Distribution Rate Applications - 2025 Edition for
2026 Rate Applications (December 9, 2024), page 13. The OEB established a 25% variance threshold versus the
industry average for providing a plan to mitigate cost growth.

Rate Framework and Performance Outcomes Benchmarking
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programs in which performance is above 25% industry average, two (Poles, Towers & Fixtures

O&M, and Vegetation Management O&M) were affected by localized extreme weather events

outside the utility’s control. Poles, Towers & Fixtures O&M reverted to industry and peer group

averages in 2023.

Figure 1 - Five-Year Average Hydro Ottawa versus Industry APB Results (%)
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Together with the generally complimentary feedback received from customers on its proposed

capital and operational plans, as well as the findings from the total cost benchmarking

discussed above, Hydro Ottawa has interpreted the results of the APB variance analysis as an

attestation of the overall efficiency and cost-effectiveness of the utility’s capital and OM&A

programs. Through this analysis, the rigour, discipline, and transparency that Hydro Ottawa

strives to apply to its cost calculation and reporting have been affirmed, along with its focused

efforts to ensure alignment between the RRF and corporate strategic objectives.
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For additional details on Hydro Ottawa’s proposed performance measurement framework for its

Custom IR rate plan, please see Schedule 1-3-2 - Proposed Annual Reporting - 2026-2030.

5. OEB ELECTRICITY UTILITY SCORECARD

The OEB Electricity Utility Scorecard (OEB scorecard) is a key tool within the RRF, facilitating
both performance monitoring and benchmarking of LDCs. Using five years of data, it assesses a
distributor’s effectiveness and improvement across the RRF’s four performance outcomes:
Customer Focus, Operational Effectiveness, Public Policy Responsiveness, and Financial
Performance. As a key part of the RRF, the scorecard enables the OEB to align the needs of a
sustainable, financially viable electricity sector with the expectations of customers, who want

reliable service at a reasonable price.

Section 2.1.6 of the Filing Requirements stipulates that a utility should provide a link to its most
recent scorecard and identify distributor performance improvement targets that would enhance
scorecard performance. Hydro Ottawa has incorporated its scorecard results into the
benchmarking function and provided additional discussion on past performance and forecasted
performance during the Test period 2026-2030. The results of this analysis are outlined in

Attachment 1-3-3(C) - Electricity Utility Scorecard Benchmarking Analysis.

A link to Hydro Ottawa’s most recent scorecard is available here: Hydro Ottawa Limited - 2023
OEB Scorecard."

Hydro Ottawa’s OEB scorecard results demonstrate exceptional performance between 2019
and 2023. During that period, the utility met 87% of its defined targets (industry or

distributor-specific) and made notable progress in service quality and customer-focused

2 Hydro Ottawa Limited, “OEB 2023 Scorecard”
https://hydroottawa.com/sites/default/files/2024-09/2023 Hydro%200ttawa_Scorecard EN.pdf
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measures. The OEB scorecard results demonstrate the utility’s strong adoption and execution of

the OEB RRF’s key performance values.

Table 4 below summarizes Hydro Ottawa’s annual OEB scorecard target results, indicating
whether a target was met or not, as well as the utility’s five-year trend as published yearly by the
OEB on the scorecard. The direction of the arrow indicates the rolling five-year trend. A green
icon indicates that Hydro Ottawa met or exceeded its target, and a red icon indicates that Hydro
Ottawa missed its target. Hydro Ottawa’s performance improvement as expressed on the OEB’s
scorecard demonstrates the utility’s commitment to continuous improvement and to providing

value for its customers and shareholder.
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Table 4 - Summary of Hydro Ottawa’s Scorecard Targets Met/Not Met (2019-2023)

Performance Measures 2019 | 2020 | 2021 | 2022 | 2023
Categories
Service New Residential/Small Business Services - - - - -
Quality Connected on Time i i i et et
Scheduled Appointments Met on Time ﬂ ﬁ (’ (’ (’
Telephone Calls Answered on Time O (, (, (’ 1
Customer - - -
Satisfaction Billing Accuracy O -/ -/ (’ O
Level of Compliance with O. Reg. 22/04 3 3 3 3 9
Number of General Public Safety Incidents* 3 3 3 3 3
Rate per 1000 km of line* ) S B o> S B e
Average Number of Hours that Power to a
System Customer is Interrupted™ (, (, (, L L
Reliability Average Number of Times that Power to a
Customer is Interrupted* (, (, (, (, U
Percentage of Flat/Improving Trends 100% | 78% | 100% | 67% | 89%

*Note that a downward trend indicates performance improvements.

Hydro Ottawa expanded on the OEB scorecard’s performance categories to guide its

development of its Custom Performance Scorecard. The utility is proposing an additional 22

measures to those included in the scorecard that will track performance and continuous

improvement across customer satisfaction, safety, system reliability, cyber security readiness,

cost control, environment, and financial metrics. The development of these metrics is intended

to further strengthen the utility’s RRF performance by allowing for monitoring and comparison of

the utility’s performance. The utility’s additional metrics will also increase its accountability and

transparency to the OEB, customers, and other stakeholders.
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To review the Custom Performance Scorecard, please refer to Schedule 1-3-2 - Proposed
Annual Reporting - 2026-2030.

6. CUSTOM SUPPLEMENTAL BENCHMARKING ANALYSIS

To expand on the OEB’s RRF benchmarking approach and to further demonstrate that Hydro
Ottawa is well-positioned to execute its capital and operational plans, the utility opted to include
its own custom supplemental benchmarking. In contrast to the OEB scorecard and APB
analysis, the supplemental benchmarking focuses on company-level metrics and compares the
utility to Ontario distributors in five areas: utility characteristics, labour force, OM&A

performance, financial performance, and reliability.

In Hydro Ottawa’s view, the inclusion of additional benchmarking is a valuable complement to
the OEB’s RRF and an opportunity to obtain insights into the effectiveness of its investments,
OM&A programs, and unique operating conditions. The utility regards the presentation of such

analysis as being consistent with and supportive of the APB and scorecard benchmarking.

The utility completed the Custom Supplemental Benchmarking Analysis with the results outlined

in Attachment 1-3-3(D) - Supplemental Industry Benchmarking Analysis.

The results of the Custom Supplemental Benchmarking Analysis demonstrate that Hydro
Ottawa outperforms the industry in OM&A spending efficiency, labour force sizing, and effective
operational execution between 2019 and 2023. These results are exceptional when considering
the difficult operating environment that the utility had to contend with in that time (extreme

weather, labour disruptions, pandemic, inflation, etc).

As captured in Figure 2, nine of the 11 metrics are below the industry average, demonstrating

Hydro Ottawa’s adherence to cost controls. Taken in conjunction with the APB and scorecard

Rate Framework and Performance Outcomes Benchmarking
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results, the results attest to the success of the utility in delivering exceptional customer service,

reliability, cost controls, and safety across its network.

Concerning the two metrics that were above industry average, Total Cost per FTE was higher

due to Hydro Ottawa’s larger capital program, and FTE per Primary Circuit Kilometer was higher

due to the utility having relatively fewer primary circuit kilometers given its customer counts.

Figure 2 - Five-Year Average Hydro Ottawa versus Industry Supplemental Benchmarking

Results (%)

Total Operating Expense Ratio |
Weighted Average Cost of Debt o
Total Cost/FTE

OM&A ($YMWh

OM&A (5)/FTE

OMS&A (B)/Primary Circuit KM -
OM&A ($)/Customers -
FTE/$1,000,000 Capital Additions
FTE/GWh

FTE/M000 Customers

FTE/Primary Circuit KM

-80.00%

-20.00% 0.00% 20.00% 40.00%

The outcomes of the Custom Supplemental

Benchmarking Analysis reinforce the

reasonableness of Hydro Ottawa’s Application. Combined with positive customer feedback on

proposed capital and operational plans, these results validate the projected staffing increases,

capital investments, and OM&A expenses for the 2026-2030 period. This validation guided

Hydro Ottawa as it finalized its total budget for capital projects and operational programs,

ensuring alignment with stakeholder expectations and regulatory prudence.
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7. IT SPENDING ASSESSMENT BENCHMARKING

Hydro Ottawa's operational effectiveness relies heavily on complex IT systems that support
frontline operations (e.g., geographic information systems, outage management, and
supervisory control) and back-office processes (e.g., customer information, billing, and
enterprise resource planning [ERP]). The complexity of these systems is increasing as the
electricity distribution sector experiences a convergence of operational systems and enterprise

information systems.

Given this reality, and Hydro Ottawa's commitment to leveraging innovative technologies to
enhance the customer experience and improve productivity, the utility commissioned a
benchmarking study focused on IT spending. This study aimed to assess the reasonableness of

Hydro Ottawa's IT expenditures and provide valuable evidence for this application.

To this end, Hydro Ottawa commissioned Gartner to conduct an IT Spending Assessment
Benchmark. This comprehensive study assessed the utility's IT spending allocation and overall
expenditure against specific metrics, benchmarking it against a custom peer group of nine
utilities from Canada, the USA, Europe, and New Zealand, as well as against Gartner's
comprehensive IT Key Metrics Data for the utilities sector. Gartner determined that this peer
group was representative of electricity utility peers and suitable for a valid benchmarking

analysis.

Gartner’s report encompassed two key areas of analysis: (i) benchmarking the total IT spending
envelope; and (ii) benchmarking the IT spending based on allocations. This analysis leveraged

2023 fiscal year data provided by Hydro Ottawa and the selected peer group members.

Gartner’s Enterprise IT Spending and Staffing benchmarking analysis is attached in Attachment

1-3-3(E) - Hydro Ottawa Enterprise IT Spending and Staffing Benchmark.

Rate Framework and Performance Outcomes Benchmarking
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The study results revealed that Hydro Ottawa performed well compared to Gartner’s peer group.
The utility’s IT spending was lower than its peer group average, with a higher spending
allocation towards growth and transformation activities, reflecting the utility’s focus on digital
transformation and enhanced customer experience. IT staffing levels as a percentage of the
total workforce were higher than the peer group’s, but the utility relied less on external services.
IT spend per employee was also higher due to Hydro Ottawa having a lower number of
employees than the peer group average. Hydro Ottawa’s software spending was notably higher
due to the transition to cloud-based solutions. Overall, Hydro Ottawa spends less, manages a
smaller IT workforce (and total workforce), and allocates more IT spending towards growth and

transformation initiatives than its peers. The results are summarized in Table 5 below.

Table 5 - Results of Gartner’s IT Spending Assessment

Metric Hydro Ottawa Peer Average
IT Spending as a % of Revenue 2.50% 2.52%
IT Spending as a % of Operating Expenses 2.80% 3.14%
IT Spend per Employee $ 42,502 $ 36,763
IT Staffing Levels (% of total workforce) 12.9% 11.7%
IT Allocation to Growth/Transformation 52% 26%

Hydro Ottawa believes that Gartner’s study confirmed that the utility’s IT strategy and
investments are consistent with the industry peer group, establishing that it is well-positioned to

execute on its 2026-2030 rate plan.

Looking ahead, the utility has decided to defer certain IT investments and prioritize others
between 2026 and 2030 to remain focused on IT cost management while balancing the needs

of the business and customers." Specifically, Hydro Ottawa will focus on transitioning to cloud

3 For example, the ERP replacement project originally planned for the 2021-2025 rate term was deferred. See
Schedule 2-5-5 - Capital Expenditure Plan for details.

Rate Framework and Performance Outcomes Benchmarking
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computing, improving cyber security infrastructure, executing its meter-to-cash program,
advancing enterprise applications and customer engagement platforms. The core strategy and
reasoning for these investments are centered on the utility’s digital strategy to enhance: (1)
customer experience, (2) employee experience, (3) productivity and operational effectiveness,
(4) grid automation and modernization, and (5) cyber security and business continuity. This
approach is consistent with Gartner’s findings, in that the utility will allocate more of its IT
spending towards growth and transformation projects. For more information on IT programs,
please refer to Schedule 2-5-9 - General Plant Investments, Attachment 4-1-1(A) - Transition to

Cloud Computing, and Attachment 1-3-4(B) - Digital Strategy.

Hydro Ottawa is reinforcing the importance of effectively executing its IT program by including a
Cyber Security Program Health metric in its Schedule 1-3-2 Proposed Annual Reporting -
2026-2030. The growth and transformation investments in IT infrastructure are necessary as the
evolution towards digital solutions creates opportunities for new service offerings, but also

exposure to cyber security risks.

8. COMPENSATION BENCHMARKING

Several factors motivated the preparation of this study. Compensation costs remain a significant
portion of Hydro Ottawa's overall OM&A expenses, aligning with historical and industry trends.
Additionally, the OEB has expressed interest in utilities benchmarking their compensation costs.
Specifically, the OEB's Handbook for Utility Rate Applications outlines expectations for utilities to
address aspects of their compensation strategies, including “how target salaries are compared

to external benchmarks.”"*

Accordingly, Hydro Ottawa commissioned Mercer Canada (Mercer) to conduct a comprehensive
review of its employee compensation packages, comparing them to similar roles within the utility
sector and the general market (i.e., other economic sectors). This assessment included cash

compensation and benefits for a sample of 20 positions, spanning various levels within both

' Ontario Energy Board, Handbook for Utility Rate Applications (October 13, 2016), page 19.
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unionized and management categories. The sample encompasses a range of positions
essential to Hydro Ottawa's operations, including core operational positions, as well as
technical, professional, and para-professional roles that support the business. Of the 20
positions selected, 6 were management roles while 14 were from the unionized segments of the

utility’s workforce."

Mercer's Market Compensation Review benchmarking analysis is available as Attachment

1-3-3(F) - Compensation Benchmarking Study.

In line with best practices for statistical integrity and standard reporting, Mercer’s study defined
“‘competitive” salaries and total cash compensation as falling within +/- 10% of the median job

rate for each market and industry comparator.®

The study found that compensation for Hydro Ottawa's core operational roles (e.g., Manager,
Distribution Operations; Supervisor, Distribution Operations; Distribution Engineer; and System
Operator) aligned well with the utility and general industry market benchmarks. However, the

System Designer position was found to be above market.

Some roles, primarily unionized support positions, were compensated above the general market

rate but typically aligned with the market median (P50) for the utility sector.

Regarding employer-paid benefits (i.e., insurance, wellness benefits, and pension
contributions), Mercer found that Hydro Ottawa's contributions are generally in line with market

standards for non-executive employees. Specifically, when compared to the Ontario Public

'8 All of the positions from the management group of employees that were within the scope of the study were
non-executive positions.
'® The market median job rate is also referred to as P50.

Rate Framework and Performance Outcomes Benchmarking
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Sector, where such benefits account for 20% to 25% of base salary, Hydro Ottawa’s benefits

were found to be within 19% to 24% of base salary.

Overall, these findings indicate that Hydro Ottawa’s total compensation package, including cash

compensation and employer-paid benefits, is aligned with market and industry standards.

Hydro Ottawa views the results of Mercer’s benchmarking analysis as a general validation of the
utility’s approach to managing compensation costs. The study’s findings indicate a broad
alignment between the average base salaries for various Hydro Ottawa positions and
comparable jobs within the utility industry and the general market. These results encourage the
utility to maintain its prudent approach to controlling total compensation costs, while ensuring
that its compensation packages remain competitive enough to attract and retain a highly-skilled

workforce and foster a performance-driven workplace culture.

For positions whose job rates exceed the market median by more than 10%, Hydro Ottawa will
continue to monitor future increases and periodically conduct external benchmarking to ensure

that average base salaries remain broadly aligned with industry standards.

As acknowledged in the OEB’s Handbook for Utility Rate Applications, comparing target salaries
to external benchmarks is just one aspect of a comprehensive employee compensation strategy.
Other crucial elements may include formal policies for establishing and regularly reviewing
salary scales, as well as performance-based pay structures. Hydro Ottawa’s approach to
employee compensation encompasses these elements alongside external benchmarking. For a
more detailed explanation of the utility’s compensation philosophy and its associated
components, including the framework for evaluating employee performance and contributions to
the utility’s strategic objectives, please refer to Schedule 4-1-3 - Workforce Staffing and
Compensation and the accompanying information in Attachment 4-1-3(A) - Employee

Compensation Strategy, and Attachment 4-1-3(B) - Workforce Planning Strategy.
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PEG BENCHMARKING ANALYSIS

1. INTRODUCTION
This Attachment presents the OEB’s total cost benchmarking analysis results using the Pacific
Economics Group benchmarking model (PEG Model) and provides rationale supporting Hydro

Ottawa’s recommended stretch factor.

2. PEG BENCHMARKING FORECAST MODEL - BACKGROUND
As part of the ongoing implementation and refinement of its policies governing incentive
rate-making for electricity distributors, the OEB has engaged Pacific Economics Group (PEG) to

conduct annual benchmarking of the total cost performance of regulated distributors in Ontario.

The PEG Model compares each distributor’s “actual” total costs to their predicted costs. Then,
each distributor is assigned to one of five cohorts, with the best cost performers in Cohort 1 and
the poorest in Cohort 5. These rankings are used to assign stretch factors, which are one of two
components comprising the “X factor.” The X factor embeds expected productivity gains into a

distributor's rate-setting framework.

Table 1 - OEB PEG Model Efficiency Performance Cohort Listing

Cohort Efficiency Performance Stretch Factor‘
1 Actual Costs are 25% or more below predicted costs 0.00%
2 Actual Costs are 10% to 25% below predicted costs 0.15%
3 Actual costs are within +/- 10% of predicted costs 0.30%
4 Actual costs are 10% to 25% above predicted costs 0.45%
5 Actual costs are 25% or more above predicted costs 0.60%

In simpler terms, the stretch factor produced by the PEG Model encourages distributors to
become more efficient, to reward distributors for cost efficiencies, and in turn, to lower

distribution rates for customers.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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The PEG Model also generates two key metrics: Total Cost per Customer and Total Cost per
Kilometer of Line. Together, these metrics and the cohort assignment serve as inputs into the
Electricity Utility Scorecard (Scorecard) produced by the OEB annually for each distributor in
Ontario. The metrics are included under the Cost Control category on the Scorecard, which
measures distributors’ performance relative to the Operational Effectiveness outcome under the

Renewed Regulatory Framework.

PEG populates the PEG Model using the operational and financial data reported by Hydro
Ottawa as part of the OEB’s Reporting and Record Keeping Requirements (RRR). To be
consistent, Hydro Ottawa has populated the PEG Model with this Application’s forecasted
operational and financial data applicable to the RRR filings and PEG Model.

3. PEG BENCHMARKING FORECAST MODEL - RESULTS
Hydro Ottawa has completed the PEG forecasting model, which can be found in Excel
Attachment 1-3-3(G) - OEB Benchmarking Spreadsheet Forecast Model.

The results predict that Hydro Ottawa will begin its Custom IR period (2026 to 2030) in Cohort 3,
move into the lower end of Cohort 4 in 2028 and remain in that position for the remainder of the
rate term."” Cohort 3 denotes distributors whose actual costs are plus or minus 10% of predicted
costs within the PEG Model framework. Under the model, the percentage difference between
actual and predicted costs for the utility peak in 2030 at 14.4% (based on a three-year average

of actual costs).

The results include three updates made to the PEG Model by Hydro Ottawa. The updates,

rationale, and steps taken to adjust the PEG Model are discussed below.

" “Lower end” in this context means closer to the boundary between Cohort 3 and Cohort 4.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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2023 2024 2025 2026 2027 2028 2029 2030
Actual Total Cost
(1,000s) $ 332,046 | $ 344,819 | $ 354,042 | $ 392,167 | $ 424,001 | $ 452,744 | $ 476,713 | $ 503,814
Predicted Total | ¢ 318 470| $330,138| §350,740| $367,541| $385,000| $402.457| $419,182| § 436,310
Cost (1,000s)
a'fgeorg;’)ce $13567| $5681| $4201| $24625 $39090| $50287| $57,531| $67,504
% Difference
(Cost 4.2% 1.7% 1.2% 6.5% 9.7% 11.8% 12.9% 14.4%
Performance)
Three-year
Average ] ; 2.3% 3.1% 5.8% 9.3% 11.4% 13.0%
Performance

Stretch Factor

Annual Result 3 3 3 3 3 4 4 4
Three-year i ) 3 3 3 3 4 4
Average
2
3

4 4. UPDATES TO THE PEG BENCHMARKING FORECAST MODEL

6 41.1.

Rationale

7 Hydro Ottawa added its historical secondary line circuit kilometers, previously omitted, to

8 produce an updated total circuit kilometers (primary and secondary) value in the PEG Model to

9 correct its underreporting and associated effects on the PEG Model’s forecast.

10

11

12

13

14

conditions, including customer growth and average circuit kilometers.

PEG’s econometric model predicts a distributor's total costs with explanatory variables. Those
variables include outputs such as customers, kilowatt hour (kWh) deliveries, and capacity, prices

for capital and operation, maintenance, and administration (OM&A), and other business

Rate Framework and Performance Outcomes
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The variables explain the predicted cost level incurred by distributors, or in other words, define
the relationship between business conditions and total costs arising from those conditions. For
the PEG Model to accurately predict costs, the explanatory variables must reflect actual

business conditions as closely as possible.

Hydro Ottawa’s historical total circuit kilometers and its average do not reflect its actual business
conditions. As part of its 2026 rebasing application, the utility comprehensively reviewed its
historical reporting and reporting by other utilities, discovering that it has incorrectly omitted
secondary circuit kilometers from its annual RRR submission and that the omission had

produced a significant underestimation within the PEG Model’s predicted costs.?

The underestimation occurs because Hydro Ottawa’s secondary line circuit kilometer expenses
are reported by the utility and captured in the PEG Model’s actual costs. The Uniform System of
Accounts (USofA) defined by the Accounting Procedures Handbook for Electricity Distributors
does not distinguish between primary and secondary lines. All line expenses are combined into
underground (UG) and overhead (OH) accounts. The PEG Model draws its actual costs from
the RRR filing, including accounts with secondary line expenses. In effect, Hydro Ottawa’s

actual costs include secondary line expenses, but its predicted costs do not.

4.1.2. Previous Reporting

In the past, Hydro Ottawa omitted secondary circuit kilometers from its RRR submission due to
administrative complexities in quantifying older records. Before Hydro Ottawa’s formation in
2000, several predecessor utilities had incomplete data regarding overhead secondary lines,
and the remaining information was stored on paper maps. Although the incomplete data was a
challenge, it did not hinder operations because technicians could locate secondary wires when
needed. Additionally, surveying - a process that involves sending employees into the field to

measure lines - was deemed burdensome and expensive.

2 Many Ontario utilities report secondary circuit kilometers (overhead and underground) in their total circuit kilometers,
e.g. Alectra Utilities Corporation, ENWIN Utilities Ltd. and Toronto Hydro Electric System Limited.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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In 2002, Hydro Ottawa adopted a geographic information system (GIS) and began to digitize its
network. GIS made mapping and analyzing data much easier. As part of this process, the utility
commissioned an external firm to convert its legacy network paper maps into GIS. The firm
completed the work over three years, from 2005 to 2008, and large network sections were
added. However, not all sections of Hydro Ottawa’s secondary lines were converted into GIS

because of insufficient records from predecessor utilities.

Following the conversion of maps, Hydro Ottawa tracked circuit kilometer additions in GIS. This
task was completed when new lines were added or work was done on existing lines. Further
surveying was completed in 2022, when an internal overhead secondary modelling program

was developed to quantify more secondary lines.

Hydro Ottawa is now in a position where most of its secondary lines are surveyed in GIS, except
for a section of secondary overhead lines (36%) that have yet to be completed since the paper

map conversions.

Despite past complexities and unmapped sections, Hydro Ottawa has quantified its total
secondary circuit kilometers using GIS and submits these values as part of its PEG Model
forecast. The utility has confidence that the final figures accurately represent its total circuit

kilometers, the details of which are supported in more detail below.

4.1.3. Correction For Circuit Kilometer Understatement

Hydro Ottawa employed a four-step process to account for secondary circuit kilometers. This
process used GIS data and modeling to estimate unsurveyed lines. The steps were: (1) use GIS
to export a database of all mapped secondary lines, (2) assign a year of installation to each
secondary line, (3) model unsurveyed secondary overhead lines using network characteristics,

and (4) fill in the years before the GIS paper conversions in 2008.

Step 1: Exporting Mapped Secondary Lines from GIS

First, all known secondary circuit kilometers entries in GIS were exported into Microsoft Excel.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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Step 2: Assigning Installation Years

Second, each secondary line recording was assigned a year of “installation”. In GIS, when a
secondary line is modified or surveyed for the first time, an entry with a date is made into the
database, updating the line length. The date entry is known as the “Job Placement Date”.
Installation dates are also entered into the database when available and are updated in GIS
under “Installation Date”. During the initial conversion, an installation date was entered only if
the dates were available and clear in historical records. A year was assigned to each secondary
line event based on the installation date provided to GIS or the job placement date, whichever is
earlier. Effectively, these are Hydro Ottawa’s best estimates of when a line was installed and,

therefore, when the circuit kilometers should be recognized in the PEG Model.

For example, when an existing secondary line was surveyed and modeled in GIS for the first
time, Hydro Ottawa designated the job placement date as the installation date, even though the
line had existed previously, due to the absence of a known installation date for that line. The
same method was applied to the replacements of previously unsurveyed secondary lines
recorded in GIS. The transition from paper charts to GIS also acknowledged the addition of
secondary lines during the years the studies were conducted (2006 to 2008) for the paper
maps, where the dating information was unclear. The results of this process are summarized in

columns B and D of Table 3 below.

Step 3: Modeling Unsurveyed Overhead Lines

The third step adjusts the known secondary overhead line values to account for 36% of that
unmapped network. To adjust, the known overhead secondary lines are divided by a factor of
0.64 (the inverse of 36%) to produce a whole estimate. The 36% value is based on the number
of premises connected to an overhead transformer in December 2024, but missing a secondary
overhead connection in GIS, compared to the total number of premises in GIS. Therefore, it can
be extrapolated that these premises have unsurveyed secondary overhead lines. The 36%
value is a conservative estimate because it reflects the state of GIS in 2024, while prior years
were less surveyed, which would have larger swaths of unmapped secondary lines. Note that

secondary underground lines are not adjusted because they are entirely mapped in GIS.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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The result of the first three steps is the historical values of secondary circuit kilometers for each
year going back to 2002, as shown in Table 3 below. However, the secondary line data before

2008 is inconsistent due to unclear installation dates on the converted paper maps.

Table 3 - Hydro Ottawa’s Step 3 - Historical Total Circuit Km

Total GIS Adjusted GIS Total Total Circuit
S b Secondary Secondary Secondary Secondary Km
OH km OH km UG km Km
A B C=B/0.64 D E=C+D | F=A+E
2002 4,830 2 3 14 17 4,847
2003 4,830 4 6 34 40 4,870
2004 5,040 7 11 42 53 5,093
2005 5,242 8 13 53 66 5,308
2006 5,451 12 19 1,693 1,712 7,163
2007 5,739 30 47 3,205 3,252 8,991
2008 5,353 40 63 3,339 3,402 8,755
2009 5,387 50 78 3,436 3,514 8,901
2010 5,414 84 131 3,492 3,623 9,037
2011 5,606 129 202 3,564 3,766 9,372
2012 5,658 196 306 3,619 3,925 9,583
2013 5,484 259 405 3,721 4,126 9,610
2014 5,506 437 683 3,776 4,459 9,965
2015 5,672 572 894 3,834 4,728 10,300
2016 5,608 726 1,134 3,883 5,017 10,625
2017 5,712 802 1,253 3,948 5,201 10,913
2018 5,767 858 1,341 4,021 5,362 11,129
2019 5,836 929 1,452 4,141 5,593 11,429
2020 5,913 979 1,530 4,217 5,747 11,660
2021 6,000 1,020 1,594 4,296 5,890 11,890
2022 6,226 1,208 1,888 4,372 6,260 12,486
2023 6,282 1,305 2,039 4,421 6,460 12,742
Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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Step 4: Extrapolating Pre-GIS Conversion Data

The fourth part of the process filled the gap in secondary line data between 2002 and 2007. The
gap in data must be reasonably adjusted because it is clear that secondary lines existed before
the conversion between 2006 and 2008 (or they would not have been converted to GIS), and
omitting secondary line data in those years would significantly skew the PEG Model's
predictions. Hydro Ottawa extrapolated the secondary line length in those years using the
compound annual growth rate from secondary line data between 2008 and 2023 (4.37%). This
approach estimates the missing data based on the established growth trend. The restated
circuit kilometer results are available in Table 4 below. The historical results of this PEG Model

correction can be found in Table 6 further below.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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Year TotaIKPr:mary Seco:g[aarly Km Total Circuit Km A‘g:s: }'(I'(r:al
A B C=A+B

2002 4,830 2,632 7,462 7,462
2003 4,830 2,747 7,577 7,519
2004 5,040 2,867 7,907 7,648
2005 5,242 2,992 8,234 7,795
2006 5,451 3,123 8,574 7,951
2007 5,739 3,259 8,998 8,125
2008 5,353 3,402 8,755 8,215
2009 5,387 3,514 8,901 8,301
2010 5,414 3,623 9,037 8,383
2011 5,606 3,766 9,372 8,482
2012 5,658 3,925 9,583 8,582
2013 5,484 4,126 9,610 8,667
2014 5,506 4,459 9,965 8,767
2015 5,572 4,728 10,300 8,877
2016 5,608 5,017 10,625 8,993
2017 5,712 5,201 10,913 9,113
2018 5,767 5,362 11,129 9,232
2019 5,836 5,593 11,429 9,354
2020 5,913 5,747 11,660 9,475
2021 6,000 5,890 11,890 9,596
2022 6,226 6,260 12,486 9,734
2023 6,282 6,460 12,742 9,870

The average total circuit kilometers between 2002 and 2023 of 9,870 is inserted into the PEG

Model for 2023. Subsequent annual total circuit kilometers and averages used to forecast 2024

to 2030 assume growth in primary and secondary lines. The firm Utilis Consulting has reviewed

Rate Framework and Performance Outcomes
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the inclusion of secondary circuit kilometers and validated the accuracy of the PEG Model in
Attachment 1-3-3(G) - OEB Benchmarking Spreadsheet Forecast Model.

4.2.1. Rationale
Further to the above, Hydro Ottawa concluded that the PEG Model omits key explanatory
variables necessary to predict total costs accurately, namely, a variable to measure the effects

of conservation and demand management (CDM).

The Province of Ontario has undertaken several tranches of CDM programs to incentivize
customers to consume less electricity and set ambitious targets for energy savings.® These
programs are intended to encourage cost-effective energy and demand reductions to support
affordability and decarbonization efforts in the long term, and they have been successful in that
endeavor. A report released by the Independent Electricity System Operator (IESO) stated that
it projected to achieve 97% of its 2.4 terawatt-hour energy savings target as part of the
2021-2024 CDM Framework.* The practical effect is that Hydro Ottawa’s kWh deliveries and
annual peak demand (capacity) have been offset by CDM from 2010 to the present, affecting
the utility’s cost structure. However, an explanatory variable for CDM is missing from the PEG
Model. Consequently, a program that has significantly impacted customer demand and utility

costs is not captured in the PEG Model, resulting in underreported predicted costs.

Further, despite significant population growth in Ottawa over the past decade, Hydro Ottawa's
peak load and electricity deliveries have remained relatively stable. The 2011 Census recorded
Ottawa's population at 883,391, while the 2021 Census showed a population of 1,017,449,

indicating a substantial percentage increase.> However, this population growth did not lead to a

% Independent Electricity System Operator, 2027-2024 Conservation and Demand Management Framework Mid-Term
Review (December 2022), page 29.

4 Independent Electricity System Operator, 2021-2024 Conservation and Demand Management Framework Mid-Term
Review (December 2022), page 32.

5 Statistics Canada, “Census of Population”, https://www12.statcan.gc.ca/census-recensement/index-eng.cfm.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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corresponding increase in electricity demand, largely due to the success of conservation efforts

in Hydro Ottawa's service area.

While provincial conservation efforts have added new capacity to the provincial grid, this
capacity may not always be located where distribution grid constraints exist for Local
Distribution Companies. Hydro Ottawa notes that this is particularly true for their numerous
greenfield projects. Although Hydro Ottawa's load has been relatively flat for over ten years, its
electrified service territory has expanded. The PEG Model, however, does not accurately reflect

the reasonable costs associated with this growth in the predicted model.

4.2.2. Correction For Delivery Volume Underrereporting

Hydro Ottawa has adjusted its delivery volumes and capacity proxy totals in the PEG Model to
include CDM program energy savings delivered in Hydro Ottawa’s service territory. Hydro
Ottawa has used the same values as reported through its Lost Revenue Adjustment Mechanism
Variance (LRAM) Account. Although this is a conservative approach as it uses net versus gross
conservation savings and does not include non-IESO conservation, it uses values already

established as a reasonable measure of conservation savings.

Table 5 below provides a summary of the revised historical delivery volumes, including CDM’s
impact. This approach recognizes lost kWh deliveries resulting from the Province of Ontario’s
CDM programs and accurately represents the utility’s predicted costs, given that PEG’s
econometric model does not expressly factor in the effects of CDM through an explanatory
variable. The CDM kWh deliveries and capacity adjustments are extended in the PEG Model to
produce a revised performance and cohort group ranking between 2024 and 2030, the results of

which can be found in Table 2 above.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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Table 5 - Hydro Ottawa’s CDM Adjustment Totals

Original Data from PEG Model Adjusted for CDM
Deliveries (kWh) | Peak Load (kW) | Deliveries (kWh) | Peak Load (kW)
2013 7,454,176,542 1,430,303 7,574,876,951 1,477,398
2014 7,361,197,621 1,307,651 7,542,989,946 1,373,435
2015 7,348,001,357 1,374,915 7,608,267,442 1,427,189
2016 7,347,004,293 1,391,443 7,691,501,267 1,453,843
2017 7,167,732,848 1,360,318 7,642,403,563 1,437,938
2018 7,349,859,347 1,441,369 7,855,128,640 1,525,081
2019 7,227,463,251 1,348,215 7,760,514,443 1,440,228
2020 7,029,452,327 1,437,824 7,600,312,560 1,537,186
2021 7,098,952,945 1,358,319 7,679,687,180 1,462,330
2022 7,195,259,722 1,279,664 7,760,359,243 1,378,855
2023 7,227,010,710 1,438,526 7,810,185,461 1,540,267

4.3.1. Rationale

Hydro Ottawa, as with all LDCs, has Other Revenue (or revenue offsets) incorporated into its
base revenue requirement (to calculate distribution rates). The 2006 Rates Handbook refers to
Other Revenue as “other regulated charges and other sources of revenue.” However, these

revenues also have related OM&A.

The accounting treatment of certain revenue-generating costs for utility auxiliary services is

L]

such that for some, the full costs are accrued in the PEG Model’s “actual costs”, while for others,
the costs are offset against revenues in the Other Revenue accounts. This differential treatment
is directed through the Accounting Procedures Handbook (APH). Hydro Ottawa contends that
the issue with leaving some costs with OM&A is that all auxiliary revenues and their associated

costs are not factored into the base distribution charges and therefore do not constitute core

6 Page 70.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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distribution activities. For base revenue requirement, the geography of the placement of costs in
OM&A or Other Revenue does not impact the result, however it could have implications on cost
allocation and it does impact the PEG Model result. To accurately account for these
revenue-generating costs, they should all be excluded from the PEG Model’s actual costs. If
distributors had similar volumes and costs of delivery of these other revenues, there would be

limited impact. Hydro Ottawa suggests this is not the case.

As an example, Hydro Ottawa has a significant volume of move-in and move-out activities,
driven in part by its serving multiple universities and colleges. The increased cost due to
volumes is not an indication of inefficiency; however, as the total number of customers does not
change, it can be perceived as such in the model. Two issues exist with the PEG Model in this

regard:

1. The costs associated with Other Revenue are included in OM&A causing a misalignment
and overstatement the total costs that are subject to the PEG Model assessment.

2. As revenue from those services can be recognized at a different pace than the costs,
potentially leading to over or under billing, and therefore the current approach does not

adequately incentivize the distributors to monitor the revenue charges.

Taking the same example of move-ins and move-outs, through investment in automation, Hydro
Ottawa is proposing to reduce the Account Set Up/Change of Occupancy Charge from $29 to
$10. Details of this reduction are available in Schedule 8-4-1 Specific Service Charges. Direct
labour costs associated with these activities are included into the individual charge but up front
system costs (often capital-related) and ongoing system maintenance and upgrade costs are
not. Because of this, this reduction in the Account Set Up/Change of Occupancy Charge results
in a shift from direct user pays recovery revenue to an increase to all rate payers: essentially a
decrease in Revenue Offsets while an increase in Service Revenue requirement in Rate
calculations. These changes provide better individual customer experiences and overall
reduced costs, however the efficiency can be hidden by new and enhanced service offerings as

a result of customer engagement or as part of regulatory changes through legislation or OEB

Rate Framework and Performance Outcomes PEG Benchmarking Analysis

13



. 2026-2030 Custom IR

aHydro weazeone

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

Tab 3
Schedule 3
Attachment A
ORIGINAL
Page 14 of 19

codes. The costs associated with the services are included in OM&A and they are therefore

subject to PEG Model assessment.

A second example is related to Hydro Ottawa’s property rentals. Property rentals relate primarily
to rental fees paid by Hydro One for land and buildings owned by Hydro Ottawa. Hydro Ottawa
and Hydro One have joint facilities for transformer stations in several locations throughout the
City of Ottawa. Therefore, these property costs are shared but the PEG Model treats them as
only Hydro Ottawa costs. Hydro Ottawa contends that the PEG Model does not adjust for this
scenario, such that Hydro Ottawa reports costs associated with maintaining those properties in
the PEG Model, but does not account for the Other Revenue offsets received from the utilities
renting those properties. In other words, there is no offset in OM&A recognizing that these costs
support another utility’s operations. Hydro Ottawa believes it to be unique in the number of joint

use assets it shares.

Hydro Ottawa therefore proposes to remove Other Revenues from the PEG Model's OM&A.
Hydro Ottawa is using Other Revenues as a proxy for the costs associated with these auxiliary
services. Imposing an additional productivity factor on costs already offset by revenue, in Hydro
Ottawa’s view, creates a disincentive for utilities to share assets efficiently, to monitor Other
Revenues, and to charge on a user pays model where appropriate. The remaining costs (after
deducting Other Revenues) will still drive the need for continuous improvements. In addition,
should the utility not be providing a competitive price, the utility will lose this source of revenue
as it becomes more economical for the third party to build its own assets (in the case of property
rental as an example). Removing Other revenue from OM&A in the PEG Model will achieve the

following three things:

1. Account for the offset of increased-volume-driven costs by increased revenue;
2. Monitor where costs and revenues may appear to be disconnected; and

3. Put more visibility to efficiencies in other revenues.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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4.3.2. Correction For Other Revenues

Hydro Ottawa used Other Revenues as a proxy for the economic costs associated with these
auxiliary revenue generating activities, and used that revenue to offset its actual OM&A under
the PEG Model. The utility corrected the PEG Model’s predicted costs between 2013 and 2023,
the results of which are in Table 6 below. In addition, forecasted other revenues were used to
offset forecasted OM&A and produce a revised cohort and efficiency ranking between 2024 and
2030 (as outlined in Table 2 above).

An adjustment to the PEG Model would not be required if new USofA accounts are created to

recognize all costs associated with auxiliary services categorized as Other Revenue.

Hydro Ottawa understands that the PEG Model's econometric cost function relies heavily on
accurate business condition data to generate expected cost predictions. With the correction of
the circuit line, delivery volume, and OM&A data, Hydro Ottawa has identified the following

impacts to the OEB’s Efficiency Performance outcomes:

e Predicted Costs: The PEG Model will produce higher predicted costs for Hydro Ottawa,
given that the network size has increased by including additional circuit kilometers and
higher delivery volumes.

e Efficiency Score: The ratio of actual costs to predicted costs decreases because of
higher predicted costs and other revenue offsetting OM&A.

e Cohort Assignment: The improved efficiency score shifts Hydro Ottawa into a lower
cohort group, resulting in lower stretch factors.

The final result of the corrections is summarized in Table 2 above, with a detailed PEG Model in
Attachment 1-3-3(G) - OEB Benchmarking Spreadsheet Forecast Model.

5. RESTATEMENT OF HISTORICAL TOTAL COST BENCHMARKING
Incorporating the corrections into historical PEG Models improves Hydro Ottawa’s cost

performance and stretch factor results, as summarized in Table 6. The utility was originally

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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1 placed into Cohort 4 in 2014 and has remained there since. However, upon restating the PEG

2 Model with the above corrections (or simply the secondary line correction), Hydro Ottawa would

3 have been in Cohort 3, representing a better cost performance and demonstrating that the utility

4 performed very close to PEG’s predicted cost structure.

Table 6 - Hydro Ottawa’s Restated Historical Stretch Factors

Original Data from PEG Model

Adjusted for Circuit Kilometers, CDM, and

Rental Property

% Difference (Cost |[Stretch Factor (Annual| % Difference (Cost |Stretch Factor (Annual
Performance) Result) Performance) Result)

2013 8.5% 3 (6)% 3
2014 12.7% 4 (2)% 3
2015 15.2% 4 (5)% 3
2016 15.7% 4 (6)% 3
2017 16.5% 4 (6)% 3
2018 18.2% 4 (4)% 3
2019 20.4% 4 (1% 3
2020 19.8% 4 (2)% 3
2021 19.5% 4 (1% 3
2022 23.1% 4 2% 3
2023 24.4% 4 4% 3

8 6. COMMENTS ON PEG BENCHMARKING FORECAST MODEL

9 Hydro Ottawa recognizes the value of total cost benchmarking as a measure of productivity and

10 efficiency and as a tool for cost control. However, Hydro Ottawa respectfully submits that the

11 PEG Model could be enhanced by addressing methodological limitations that undermine the

12 model's efficacy for producing accurate assessments of the utility’s efficiency and cost

13 performance, especially for unique distributors and changes in industry conditions. The utility

14 contends that there are several reasons to justify this view.

Rate Framework and Performance Outcomes
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First, the PEG Model’s actual total cost calculation includes USofA accounts that are beyond the
control of utilities, some of which have experienced accelerated growth. For example, USofA
5655, Regulatory Expenses, is an account that includes “payments made to a regulatory body
for fees assessed against the utility for pay and expenses of such body, its officers, agents, and
employees.” In effect, a section of Hydro Ottawa’s actual total costs as determined by PEG is
tied to the efficiency of the regulatory body and its cost allocation methodology®. A second
example is the inclusion of Connection Cost (CCRAs) without consideration that transmitter
costs are assessed in their rate application and their level of efficiency should not be assessed
as part of the LDC’s controllable costs. This approach is inconsistent with PEG’s description in
its benchmarking report, where changes beyond business conditions are considered to be a
result of the utility’s management performance.® Consequently, Hydro Ottawa’s stretch factor is
negatively affected by including such expenses, while inconsistent with PEG’s methodological

approach to total cost benchmarking.

Second, the PEG Model omits emerging costs associated with the energy transition toward
electrification because it is based on conditions between 2002 and 2012. Since then, the
electricity supply chain and demand for its services have rapidly evolved. As the model ages, it
underrepresents predicted costs because it does not factor in the more complex and riskier

operating environment at present.

The causes of increased complexity are many, including political, technological, and social.
Governments are implementing decarbonization policies, such as the City of Ottawa’s Climate
Change Master Plan, as well as the Canadian Net-Zero Emissions Accountability Act, which
incentivize electrification. The growth of decentralized energy sources (batteries and solar) and

digital technologies (smart metering) further complicates distributors’ operations. Additionally,

" OEB, Accounting Procedures Handbook for Electricity Distributors (January 1, 2012), page 190.

8 Please see Schedule 4-2-4 Regulatory Costs for the impact of the OEB cost allocation change to costs incurred by
Hydro Ottawa.

® Pacific Economics Group Research LLC, Spreadsheet Model for Benchmarking Ontario Power Distributors, User
Guide (May 2015), page 18.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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consumer preferences are shifting towards electrification.’® Many of these changes are

happening quickly and are beyond the control of utilities.

In response to these demands, Hydro Ottawa is proposing to nearly double its annual capital
expenditures during the 2026-2030 period compared to 2021-2025, as outlined in Schedule
2-4-1 - Capital Expenditure Summary as well as detailed throughout the Distribution System
Plan in Schedules 2-5-1 through 2-5-9. This spending is necessary to respond to the increased
demand for low-carbon electrical projects, including electric vehicles, heat pumps, renewables,

and public transportation electrification, which are being incentivized by these conditions.

Layered onto these necessary investments, the OEB has tasked distributors with integrating
increasingly complex programs into their operations, such as Distributed Energy Resource
planning, upgrading smart grids, managing electric vehicle adoption, hardening the electrical
grid, and bolstering cybersecurity. These programs create new costs and sometimes

unpredictable outcomes, which are not reflected in the PEG Model’s current design.

The above views are supported by an OEB-commissioned review of its total cost
benchmarking." The report recommended that the OEB re-estimate its regression model using
data from 2014 to 2023, and explore additional parameter variables that reflect the current
industry landscape.'? An updated time series would provide a more robust estimate of total
costs by accounting for recent trends that affect utilities. As demonstrated by Clearspring in
Hydro Ottawa’s 2021-2025 Custom Incentive Rate-setting rate Application, using additional

variables would improve both the explanation and prediction of total costs.™

©|ESO, “The Future of Electricity Demand in Ontario,”
https://www.ieso.ca/en/Powering-Tomorrow/2021/The-Future-of-Electricity-Demand-in-Ontario#:~:text=Preparing %20f
or%20Decarbonization.drive%20these%20projections%20even%20higher.

" University of Toronto, Review of Total Cost Benchmarking Methodology for Electricity Distributors (November 12,
2024).

2 University of Toronto, Review of Total Cost Benchmarking Methodology for Electricity Distributors (November 12,
2024), pages vi and vii.

3 Hydro Ottawa. Attachment 1-1-12(A): Econometric Benchmarking Study of Hydro Ottawa’s Total Cost and
Reliability, EB-2019-0261 (May 5, 2020). The study included parameters for forestation, urban congestion, smart
metering, and weather.

Rate Framework and Performance Outcomes PEG Benchmarking Analysis
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Finally, the PEG Model’'s peer group for benchmarking uses Ontario-based distributors. The
practical effect of this peer group composition is that several distinguishing characteristics of
Hydro Ottawa in the Ontario context are overlooked in the model and its analysis. For example,
Hydro Ottawa has a unique service territory, which is distinct not only as the fifth physically
largest in the province but also in its urban/rural split, with approximately 60% rural. What's
more, Hydro Ottawa is the only distributor in Ontario that services twice as many customers as
the utility immediately below it in the rankings, while also serving less than half as many
customers as the utility immediately above it. The uniqueness of several aspects of the utility’s
cost efficiency and performance may not lend itself to a benchmarking approach for which the

peer group is restricted to Ontario.

The OEB-commissioned review of its total cost benchmarking acknowledged this shortcoming

and recommended that the OEB adopt inter-jurisdictional productivity benchmarking.™

7. CONCLUSION

For the reasons outlined above, Hydro Ottawa submits that the stretch factor assignment of
0.30% or Cohort 3 is appropriate as incorporated into Hydro Ottawa’s proposed rate framework.
The utility has demonstrated that the PEG Model’s predicted total costs have been consistently
underreported due to the omission of secondary line data and the impact of CDM. Furthermore,
the PEG Model suffers from methodological limitations, such as the exclusion of revenue offsets
where the operational costs are included in the PEG Model. Lastly, the regression analysis
should be refreshed given the number of years that have passed, changes in policies, and
industry.

Please refer to Excel Attachment 1-3-3(G) - OEB Benchmarking Spreadsheet Forecast Model

for further details and calculations.

™ University of Toronto, Review of Total Cost Benchmarking Methodology for Electricity Distributors (November 12,
2024), page vii.
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ACTIVITY AND PROGRAM-BASED BENCHMARKING ANALYSIS

1. INTRODUCTION

This Attachment provides Hydro Ottawa’s Activity and Program-Based (APB) variance
analysis results and discussion between 2019 and 2023. The analysis examines Hydro
Ottawa’s unit cost performance year-over-year and compares it to the industry's five-year
averages and Hydro Ottawa’s peer groups. Where Hydro Ottawa’s year-over-year variances
exceed 20% or where its five-year average unit cost exceeds 25% of the industry’s five-year

average, additional analysis is provided.

The benchmarking analysis does not forecast unit costs for the Bridge and Test periods
because Hydro Ottawa does not base its financial forecasts on operational inputs, leaving
the denominators unknown. As mentioned in Schedule 4-1-1 - Operations, Maintenance and
Administration Summary, the utility utilized a top-down and bottom-up approach to forecast
its Operations, Maintenance and Administration (OM&A) expenses for the Bridge and Test
periods. Business units submitted program-level funding requests, which were prioritized,

adjusted, and aggregated to align with Hydro Ottawa’s operational needs.

Hydro Ottawa also notes that it is seeking approval for 2026 Test Year OM&A funding, which
will be adjusted using the Custom Revenue OM&A Factor (CROF) thereafter. The utility will
have to operate fiscally by the constraints of that formula, affecting its APB benchmarking in
a way that may deviate from any forecast. Further information on the CROF is available in

Schedule 1-3-1 - Rate Setting Framework.

Unless otherwise noted, the analysis in this Attachment is focused on 2019-2023 and will

use the peer groups established in Table 1 of Schedule 1-3-3 - Benchmarking.

Rate Framework and Performance Outcomes
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2. UNIT COST BENCHMARKING RESULTS

The Billing O&M unit cost is the sum of Hydro Ottawa’s USofA 5315, Customer Billing,

divided by the total number of customers.

USoA 5315 ($)

Total Number of Customers

Unit Cost ($/Customer) =

Customer billing includes the cost of labour and expenses incurred in processing payments,

such as issuing bills and processing customer payments.

As displayed in Figure 1 and outlined in Tables 1 and 2 below, Hydro Ottawa’s Billing O&M
unit costs steadily declined between 2019 and 2023, demonstrating increasing efficiency in
customer billing operations. The utility’s five-year average is well below the industry and

peer group averages.

Hydro Ottawa maintained flat customer billing spending due to investments in billing
infrastructure that improved the efficiency and accuracy of its processes. In 2022, Hydro
Ottawa implemented automated billing for residential and small business net metering

customers, eliminating manual processes and reducing errors.

Hydro Ottawa also continues to promote its digital solutions, such as online billing. Online
billing service reduces reliance on paper-based billing, which creates tangible cost savings

in printing and postage while providing greater self-service capabilities.

For more information, please refer to Schedule 1-3-4 - Facilitating Innovation and
Continuous Improvement, and Schedule 4-1-2 - Operations, Maintenance, and

Administration Program Costs.

Rate Framework and Performance Outcomes
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1 Figure 1 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Billing O&M Cost per

2 Customer
40
35
30
25
20
15

2019 2020 2021 2022 2023
[ HOLS/Customer [ Industry $/Customer [J] Peer Group $/Customer
mm HOL $/Customer5 Year Average = = Industry $/Customer 5 Year Average
m= == Peer Group $/Customer 5 Year Average
3
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1 Table 1 — Hydro Ottawa’s 2019-2023 Billing O&M Cost per Customer
2019 2020 2021 2022 2023 5yrAvg. ‘
Numerator
USofA 5315 ($'000s) 8,224.5| 7,851.5 7,708.9 7,525.1| 7,607.4| 7,783.5
USofA 5315 YoY Variance
($1000s) -l (373.0) (142.6) (183.8) 82.3| (154.3)
USofA 5315 YoY Variance (%) - (4.5)% (1.8)% (2.4)% 1.1% (1.9)%
Denominator
Total Customers ('000s) 339.8 346.3 353.3 358.9 364.3 352.5
'I"otal Customers YoY Variance i 65 70 56 54 6.1
('000s)
;I;cjt)al Customers YoY Variance i 1.9% 2.0% 16% 15% 1.8%
0
Unit Cost
Unit Cost $/Cust. 24.21 22.67 21.82 20.97 20.88 22.11
Unit Cost YoY Variance
($/Cust.) - (1.5) (0.9) (0.9) (0.1) (0.8)
Unit Cost YoY Variance (%) - (6.4)% (3.7% (3.9)% (0.4)% (3.6)%

3 Table 2 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Billing O&M Cost per

4 Customer

2019 2020 2021 2022 2023 5yrAvg.
Unit Cost
HOL Unit Cost $/Cust. 24.21 22.67 21.82 20.97 20.88 22.11
Industry $/Cust. 35.69 35.52 36.13 36.88 37.83 36.41
Peer Group $/Cust. 30.31 31.87 34.02 34.51 36.51 33.44
HOL vs. Industry Var. ($/Cust.) (11.48)| (12.85)| (14.31)| (15.91)| (16.95)| (14.30)
HOL vs. Industry Var. (%) (32.2)%]| (36.2)%| (39.6)%| (43.1)%| (44.8)%| (39.2)%
HOL vs. Peer Grp. Var. ($/Cust.) (6.10) (9.20)| (12.20)| (13.54)| (15.63)| (11.33)
HOL vs. Peer Grp. Var. (%) (20.1)%| (28.9)%| (35.9)%| (39.2)%| (42.8)%| (33.4)%

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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The Metering O&M unit cost is the sum of Hydro Ottawa’s USofA 5065 - Meter Expenses,
USoA 5175 - Maintenance of Meters, and USofA 5310 - Meter Reading Expenses, divided

by customer counts.

UsoA [5065451754+5310] (%)
Total Number of Customers

Unit Cost ($/Customer) =

Metering O&M unit costs declined between 2019 and 2023, demonstrating increased
efficiencies in meter installation, maintenance, and reading activities. The unit costs
increased slightly in 2022 due to a one-time expenditure on preventative maintenance
performed by outside services. Hydro Ottawa’s five-year unit cost average is well below the

industry and peer group. See Figure 2 and Tables 3 and 4 below for the variance analysis.

Hydro Ottawa intends to maintain its efficient, reliable, and accurate metering operations by
investing in Advanced Metering Infrastructure (AMI) 2.0. With appropriate funding, the
project aims to upgrade existing metering equipment and integrate advanced data analytics
capabilities. The investments will enable real-time data collection, improved outage
detection, and enhanced energy management tools for customers to improve efficiency and
customer engagement. AMI 2.0 is expected to increase meter reading O&M once

operational.

Please refer to Schedule 4-1-2 - Operations, Maintenance, and Administration Program

Costs for more information.
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Figure 2 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Metering O&M Cost

per Customer
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1 Table 3 — 2019-2023 Metering O&M Cost per Customer
2019 2020 2021 2022 2023 5yrAvg.
Numerator
USofA 5065 + 5175 + 5310 23553| 20515 1,9188| 2,306.0| 18165 2,089.6
($'000s)
USofA 5065 + 5175 + 5310 YoY
Variance (§'000s) -l (303.8)| (132.7) 387.2| (489.5)| (134.7)

USofA 5065 + 5175 + 5310 YoY
Variance (%)

(12.9)% (6.5)% 20.2%| (21.2)% (5.1)%

Denominator

Total Customers ('000s) 339.8 346.3 353.3 358.9 364.3 352.5
'I"otal Customers YoY Variance i 65 70 56 54 6.1
('000s)

;I;cjt)al Customers YoY Variance i 1.9% 2.0% 1.6% 15% 1.8%

(0]

Unit Cost

Unit Cost $/Cust. 6.93 5.92 543 6.43 4,99 5.94
Unit Cost YoY Variance ($/Cust.) - (1.0) (0.5) 1.0 (1.4) (0.5)

Unit Cost YoY Variance (%) (14.6)%|  (8.3)%| 18.4%| (224)%| (6.7)%

2
3 Table 4 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Metering O&M Cost per

4 Customer

2019 2020 2021 2022 2023 5yrAvg.

Unit Cost

HOL Unit Cost $/Cust. 6.93 5.92 5.43 6.43 4.99 5.94
Industry $/Cust. 19.76 19.21 19.58 18.69 19.93 19.43
Peer Group $/Cust. 14.23 14.97 15.27 14.97 15.24 14.93
HOL vs. Industry Var. ($/Cust.) (12.83)| (13.29)| (14.15)| (12.26)| (14.94)| (13.49)
HOL vs. Industry Var. (%) (64.9)%| (69.2)%| (72.3)%| (65.6)%| (75.0)%| (69.4)%
HOL vs. Peer Grp. Var. ($/Cust.) (7.30) (9.05) (9.84) (8.54)| (10.25) (8.99)
HOL vs. Peer Grp. Var. (%) (51.3)%| (60.4)%| (64.4)%| (57.0)%| (67.3)%| (60.1)%

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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The Vegetation O&M unit cost is the sum of Hydro Ottawa’s USofA 5135 - Overhead
Distribution Lines and Feeders Right of Way, divided by pole counts. Vegetation
management O&M includes costs incurred for tree trimming and for maintaining the right of

way during line construction.

UsoA 5135 ($)
Total Number of Poles

Unit Cost ($/Pole) =

Vegetation O&M unit costs increased between 2019 and 2023, with a notable increase in
2022 and 2023. Hydro Ottawa’s vegetation O&M is volatile depending on the frequency and
severity of weather events because this measure includes Emergency Vegetation
Management, which makes it hard to forecast. The increases in 2022 and 2023 were due to
the Derecho and April ice storms, respectively. The utility responded to immediate
vegetation hazards and undertook ongoing maintenance programs to address hazardous
trees weakened by the storms. These weather events were regional and, therefore, not
reflected in other distributors’ Vegetation O&M across the province. See Figure 3 and

Tables 5 and 6 below for the variance analysis.

The City of Ottawa also has high tree coverage compared to Ontario cities such as Toronto
or London, which requires increased resources from Hydro Ottawa to maintain its network
within Distribution Service Code (DSC) standards.” Consequently, Hydro Ottawa’s five-year

unit cost average is above the industry and peer group.

Due to the weather’s overt influence on expenditures and ecological differences between
regions, Hydro Ottawa forecasts its vegetation management expenses to remain at or below

2023 levels and above industry averages. A higher expenditure is needed to execute a

" Based on Statistics Canada. Table 38-10-0158-01 Urban greenness and normalized difference vegetation index
by 2021 population centre, https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3810015801

Rate Framework and Performance Outcomes
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1 comprehensive tree-trimming program at a regular cycle, address off-cycle vegetation

2 hazards, and respond to municipal and customer requests for vegetation management.

4 Please refer to Schedule 4-1-2 - Operations, Maintenance, and Administration Program

5 Costs for more information.

7 Figure 3 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Vegetation O&M

8 Cost per Pole

150

100

50

2019 2020

[ HOLS/Customer

2021 2022 2023

[ Industry $/Customer [} Peer Group $/Customer
mm HOL S/Customer5 Year Average = = Industry S/Customer 5 Year Average

m= mm Peer Group S/Customer 5 Year Average
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1 Table 5 — 2019-2023 Vegetation O&M Cost per Pole
2019 2020 2021 2022 2023 5yrAvg.
Numerator
USofA 5135 ($'000s) 2,796.1| 3,509.6| 3,811.2| 6,666.3| 6,256.8| 4,608.0
USofA 5135 YoY Variance ($'000s) - 713.5 301.6| 2,855.1 (409.5) 865.2
USofA 5135 YoY Variance (%) - 25.5% 8.6% 74.9% (6.1)% 25.7%

Denominator
Total Poles ('000s) 48.9 48.8 49.2 49.7 49.0 491
Total Poles YoY Variance ('000s) (0.1) 0.4 0.5 (0.7) 0.0
Total Poles YoY Variance (%) (0.2)% 0.8% 1.0% (1.4)% 0.1%
Unit Cost
Unit Cost $/Poles 5717 71.93 7740 134.08| 127.62 93.6
Unit Cost YoY Variance ($/Poles) 14.8 5.5 56.7 (6.5) 17.6
Unit Cost YoY Variance (%) 25.8% 7.6% 73.2% (4.8)% 25.5%

2
3 Table 6 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Vegetation O&M Cost per

4 Pole

2019 2020 2021 2022 2023 5yrAvg. ‘

Unit Cost

HOL Unit Cost $/Poles 57.17 71.93 7740 134.08| 127.62 93.64
Industry $/Poles 34.76 34.21 37.37 42.24 47.05 39.13
Peer Group $/Poles 29.57 32.83 33.34 44.08 51.20 38.21
HOL vs. Industry Var. ($/Poles) 22.41 37.72 40.03 91.84 80.57 54.51
HOL vs. Industry Var. (%) 64.5%| 110.3%| 107.1%| 217.4%| 171.2%| 134.1%
HOL vs. Peer Grp. Var. ($/Poles) 27.60 39.10 44.06 90.00 76.42 55.43
HOL vs. Peer Grp. Var. (%) 93.3%| 119.1%| 132.1%| 204.2%| 149.3%| 139.6%

7 The Lines O&M unit cost is the sum of Hydro Ottawa’s USofA 5020 to 5025 - Overhead
8 Distribution Lines and Feeders Labour, and Supplies, USofA 5040 to 5045 - Underground

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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Distribution Lines and Feeders Labour, and Supplies, USofA 5125 to 5130 - Maintenance of
Overhead Conductor and Devices, and Service, and USofA 5145 to 5155 - Maintenance of
Underground Conduit, Conductors and Devices, and Services, divided by circuit kilometers
of primary line. Lines O&M includes the cost of labour and expenses incurred in operating

and maintaining distribution lines.

Unit Cost ($/Primary Circuit km) =
USoA [5020 + 5025 + 5040 + 5045 + 5090 + 5095 4+ 5125 4 5130 + 5145 + 5150 + 5155] (%)
Total Primiary Circuit Kilometers

Lines O&M unit costs increased between 2019 and 2023. While many factors influence
costs, the 2022 increase was primarily a result of the Derecho storm, and the 2023 increase
was due to the increased use of outside services for line maintenance during the 84-day
labour strike. Hydro Ottawa’s five-year unit cost average is below the industry and peer

group. See Figure 4 and Tables 7 and 8 below for the variance analysis.

Hydro Ottawa will prioritize adopting advanced inspection technologies, such as drones and
predictive analytics to identify and respond to maintenance needs more efficiently.
Maintenance expenses will also include improving network resilience to environmental
impacts by incorporating climate adaptation measures, which can reduce reactive

maintenance expenditures during extreme weather events.

For more information, please refer to Section 3.1 of Schedule 4-1-2 - Operations,

Maintenance, and Administration Program Cost

Hydro Ottawa notes that its Lines O&M numerator includes primary and secondary line
maintenance costs, while the denominator only includes primary circuit kilometers. This
inclusion is due to the definition of the uniform system of accounts within the Accounting

Procedures Handbook for Electricity Distributors, which does not provide separate

Rate Framework and Performance Outcomes
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1 classifications for primary and secondary line maintenance.? The inconsistency between the

2 numerator and denominator may cause the unit costs to inaccurately summarize the

3 relationship between primary line expenses and primary circuit kilometers. Therefore, Hydro

4 Ottawa respectfully suggests that the Lines O&M unit cost, as designed, may not be the

5 most effective metric for benchmarking purposes.

7 Figure 4 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Lines O&M Cost per

8 Circuit km of Primary Line
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1000 I I
500 I
2019 2020 2021 2022 2023
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2 OEB, Accounting Procedures Handbook for Electricity Distributors (January 1, 2012).

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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1 Table 7 — 2019-2023 Lines O&M Cost per Circuit km of Primary Line
2019 2020 2021 2022 2023 5yrAvg. ‘

Numerator

USofA 5020:5030 + 5040:5050 +
5090:5095 + 5125:5130 + 5145:5155 | 6,311.9| 6,243.8| 5515.3| 8324.0| 14,146.7| 8,108.3
($'000s)

USofA 5020:5030 + 5040:5050 +
5090:5095 + 5125:5130 + 5145:5155
YoY Variance ($'000s)

USofA 5020:5030 + 5040:5050 +
5090:5095 + 5125:5130 + 5145:5155
YoY Variance (%)

68.1)| (728.5)| 2,808.7| 5,822.7| 1,958.7

(AN%| (11.7)%| 50.9%| 70.0%| 27.0%

Denominator
Total Circuit km of Primary Line 5,836.0/ 5,913.0| 6,000.0| 6,226.0{ 6,282.0| 6,051.4

Total Circuit km of Primary Line YoY

. - 77 87 226 56 112
Variance

Total Circuit km of Primary Line YoY
Variance (%)

Unit Cost

1.3% 1.5% 3.8% 0.9% 1.9%

Unit Cost $/Circuit km of Primary
Line

Unit Cost YoY Variance ($/Circuit km
of Primary Line)

Unit Cost YoY Variance (%)

1,081.54| 1,055.94| 919.21| 1,336.97| 2,251.95| 1,329.1

(25.6)| (136.7)] 417.8| 9150 2926

2.4)%| (12.9)% 45.4% 68.4% 24.6%

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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Table 8 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Lines O&M Cost per

Circuit km of Primary Line

2019 2020 2021 2022 2023  5yrAvg.
Unit Cost
HOL Unit Cost §/Circuitkm of| -\ ya1 o/l 4 055.04|  919.21| 1.336.97| 2.251.95| 1.320.12
Primary Line
Industry $/Circuit km of 1,799.89| 1.811.75| 1,779.70| 1,926.40| 1,927.92| 1,849.13
Primary Line
Peer Group $/Circuit km of 2064.84| 195471| 2047.70| 2317.82| 2.207.19| 2.118.45
Primary Line
HOL vs. Industry Var.
(§/Cirout km of Primary Line) | (718:35)|  (755.81)|  (86049)|  (589.43)|  324.03| (52001)
HOL vs. Industry Var. (%) (39.9)%| (41.7)%| (48.4)%| (30.6)% 16.8%| (28.8)%
HOL vs. Peer Grp. Var.
(8/Cirout kin of Primary Line) | (98330)|  (898.77)| (1,128.49)|  (980.85) 44.76| (789.33)
HOL vs. Peer Grp. Var. (%) 47.6)%| (46.0)%| (55.1)%| (42.3)% 20%| (37.8)%

The Station O&M unit cost is the sum of Hydro Ottawa’s USofA 5016 - Distribution Station
Equipment Operation Labour, USofA 5017 - Distribution Station Equipment Operations

Supplies and Expenses, and USofA 5114 - Maintenance of Distribution Station Equipment,

divided by megavolt-amperes (MVA). Station O&M includes the cost of labour and expenses

incurred in operating and maintaining distribution station equipment.

Unit Cost (:

_ USoA [5016+5017+5114] ($)

Ed
M‘l.-"A}

Total MVA

Station O&M unit costs decreased between 2019 and 2023, in part due to increased MVA

but also stable spending. Hydro Ottawa’s five-year unit cost average is well below the

industry and peer group. See Figure 5 and Tables 9 and 10 below for the variance analysis.

Rate Framework and Performance Outcomes

Activity and Program Based Benchmarking Analysis
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1 Hydro Ottawa has adopted a value-for-money approach to station O&M activities, which

2 aims to reduce capital spending by increasing maintenance to extend asset life and sustain

3 performance. This approach is expected to increase station O&M because the utility will

4 prioritize maintenance on deteriorating stations going forward. However, by extending the

5 useful life of its station assets, the utility will create savings for its customers while delivering

6 reliable service.

8 For more information, please refer to Section 3.4 of Schedule 4-1-2 - Operations,

9 Maintenance, and Administration Program Costs.

10
11 Figure 5 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Station O&M Cost per
12 MVA
2500
2000
1500
1000
500
0
2019 2020 2021 2022 2023
@ HOLS/Customer [ Industry S/Customer [} Peer Group S/Customer
mm HOL S/Customer S Year Average = = Industry §/Customer 5 Year Average
m= wm= Peer Group $/Customer 5 Year Average
13
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Table 9 — 2019-2023 Station O&M Cost per MVA
2019 2020 2021 2022 2023 5 yr Avg.

Numerator
USofA 5016 + 5017 + 5114 ($'000s) 918.2 1,849.7 1,596.3 1,800.8 1,466.8 1,526.4

USofA 5016 + 5017 + 5114 YoY
Variance ($'000s)

USofA 5016 + 5017 + 5114 YoY
Variance (%)

- 931.5| (253.4) 204.5 (334.0) 137.2

| 101.4%| (13.7)%|  12.8%| (185)%| 20.5%

Denominator

Total MVA 1,201 2,298 2,273 2,506 2,723 2,200.2
Total MVA YoY Variance -1 1,097.0 (25.0) 233.0 217.0 380.5
Total MVA YoY Variance (%) - 91.3% (1.1)% 10.3% 8.7% 27.3%
Unit Cost

Unit Cost $/MVA 764.51 804.90 702.30 718.60 538.65 705.79
Unit Cost YoY Variance ($/MVA) - 40 (103) 16 (180) (56)

Unit Cost YoY Variance (%)

53%| (12.7)% 2.3%| (25.00%| (7.5)%

Table 10 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Station O&M Cost per
MVA

2019 2020 2021 2022 2023 5 yr Avg.
Unit Cost
HOL $/MVA 764.51 804.90 702.30 718.60 538.65 705.79
Industry $/MVA 1,503.01| 1,477.08| 1,789.96| 1,679.70( 1,817.54| 1,653.46
Peer Group $/MVA 1,902.20 1,635.96| 2,281.22| 2,192.84| 2,095.98| 2,021.64
HOL vs. Industry Var. ($/MVA) (738.50)| (672.18)| (1,087.66)| (961.10)| (1,278.89) (947.67)
HOL vs. Industry Var. (%) (49.1)%| (45.5)%| (60.8)%| (57.2)%| (70.4)%| (56.6)%
HOL vs. Peer Grp. Var. ($/MVA) | (1,137.69)| (831.06)| (1,578.92)| (1,474.24)| (1,557.33) (1,316)
HOL vs. Peer Grp. Var. (%) (59.8)%| (50.8)%| (69.2)%| (67.2)%| (74.3)%| (64.3)%
Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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The Poles, Towers, and Fixtures O&M unit cost is the sum of Hydro Ottawa’s USofA
5120—Maintenance of Poles, Towers, and Fixtures divided by pole counts. Poles, Towers,
and Fixtures O&M includes the cost of labour, materials, and expenses incurred in

maintaining overhead line facilities.

USoA 5120 (%)
Total Number of Poles

Unit Cost ($/Pole) =

Hydro Ottawa’s poles, towers, and fixtures O&M unit cost remained flat between 2019 and
2023, except for an increase in 2022 due to increased emergency maintenance expenses
resulting from the Derecho storm. Hydro Ottawa’s five-year unit cost average is above the
industry and peer group averages. However, when the outlier 2022 is removed, Hydro
Ottawa’s Poles, Towers, and Fixtures unit cost aligns with the industry average. See Figure

6 and Tables 11 and 12 below for the variance analysis.

The utility will continue to focus on testing, inspection, and maintenance of poles and
identifying poles for replacement. Additionally, maintenance will include incorporating climate

adaptation measures, such as reinforcing poles to improve system reliability.

For more information, please refer to Sections 3.1 and 3.5 of Schedule 4-1-2 - Operations,

Maintenance, and Administration Program Costs.

Rate Framework and Performance Outcomes
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1 Figure 6 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Poles, Towers, and
2 Fixtures O&M Cost per Pole
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Table 11 — 2019-2023 Poles, Towers, and Fixtures O&M Cost per Pole

2019 2020 2021 2022 2023 5 yr Avg.

Numerator
USofA 5120 ($'000s) 600.6 415.7 500.9 3,104.0 635.6 1,051.4
USofA 5120 YoY Variance
($1000s) - (184.9) 85.2 2,603.1 (2,468.4) 8.7
(Lf,/s)"fA 5120 YoY Variance | (30.8)%| 205%| 519.7%| (79.5)%| 107.5%

(o]
Denominator
Total Poles ('000s) 48.9 48.8 49.2 49.7 49.0 491
Total Poles YoY Variance
('000s) - (0.1) 0.4 0.5 (0.7) 0.0
Total Poles YoY Variance (%) - (0.2)% 0.8% 1.0% (1.4)% 0.1%
Unit Cost
Unit Cost $/Pole 12.28 8.52 10.17 62.43 12.96 21.3
YoY Variance ($/Pole) - (4) 2 52 (49) 0.2

YoY Variance (%) (30.6)% 19.4%| 513.9%| (79.2)%| 105.8%

Table 12 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Poles, Towers, and
Fixtures O&M Cost per Pole

2019 2020 2021 2022 2023 5 yr Avg.

Unit Cost

HOL $/Pole 12.28 8.52 10.17 62.43 12.96 21.27
Industry $/Pole 11.05 10.53 11.00 13.65 10.88 11.42

Peer Group $/Pole 9.71 10.81 14.15 13.75 10.08 11.70

HOL vs. Industry Var. ($/Pole) 1.23 (2.01) (0.83) 48.78 2.08 9.85

HOL vs. Industry Var. (%) 11.1%| (19.1)% (7.5)% 357.3% 19.2% 72.2%

HOL vs. Peer Grp. Var. ($/Pole) 2.57 (2.29) (3.98) 48.68 2.88 9.57

HOL vs. Peer Grp. Var. (%) 26.4%| (21.1)%| (28.1)% 354.1% 28.6% 72.0%

Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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The Stations Capital Expenditures (CAPEX) unit cost is the sum of Hydro Ottawa’s USofA
1820 - Distribution Station Equipment Normally Primary Below 50 kV divided by MVA.?
Station additions include the installation cost of transforming and switching equipment used

for stepping down to distribution voltages.

s . USoA|[1820] ($)

Unit Cost (MVA} = ol MVA

Hydro Ottawa’s Station CAPEX unit cost dropped relative to 2019 due to expansion
investments that increased MVA capacity, much of which became operational in 2020.
Spending between 2019 and 2023 was largely driven by Overbook (2019), Moulton (2019),
Bayswater (2021/22), and Bell Corners (2022/23) station additions. Hydro Ottawa’s five-year
unit cost average is below the industry average but above its peer group average. See

Figure 7 and Tables 13 and 14 below for the variance analysis.

Hydro Ottawa’s capital additions for stations are driven by the demand for system expansion
and the replacement of aging assets. Unit cost variance is due to the timing of replacements
and new installations of stations. Project complexity will also affect unit costs (projects

spanning multiple years, etc).

As noted in this Application, Hydro Ottawa is expected to significantly invest in station
growth during the Test Years due to capacity constraints (e.g. new stations serving Ottawa’s
Zero Emission Bus project and the Department of National Defence) and infrastructure
development for The Ottawa Hospital's new campus. These investments will result in
increased capital expenditures but also increased MVA. Consequently, the unit costs are

expected to reflect material and labour inflation because the increased costs will be offset by

3 All APB references to “CAPEX” denote capital additions.

Rate Framework and Performance Outcomes
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1 increased MVA. Please refer to Section 5.1.3 of Schedule 2-5-5 - Capital Expenditure Plan

2 for more information.

4 Hydro Ottawa also notes that in the OEB’s 2023 APB unit cost calculations, worksheet “7.
5 Stations CAPEX”, poor data is reported across distributors with many null values in years or
6 no reported values at all from some distributors.* The poor data has produced incomplete
7 industry and peer group averages that reduce the efficacy of those values for benchmarking

8 purposes.

9
10 Figure 7 - Industry and Peer Group vs. Hydro Ottawa 2019-2023 Stations CAPEX
11 Cost per MVA
12500
10000
7500
5000
2500 - — e [ e —— -
2019 2020 2021 2022 2023
[ HOLS$/Customer Industry $/Customer [} Peer Group $/Customer
mm HOL $/Customer 5 Year Average Industry S/Customer 5 Year Average
m= wmm Peer Group $/Customer 5 Year Average
12
4 Ontario Energy Board, “Activity and Program-based Benchmarking Initiative - 2023 Unit Cost Report,”
https://www.rds.oeb.ca/CMWebDrawer/Record/868525/File/document.
Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis
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2019 2020 2021 2022 2023 5 yr Avg.
Numerator
USofA 1820 ($'000s) 13,434.8 1,116.0 2,043.0 6,002.4 9,851.9 6,489.6
(U$'SOC();0AS; 820 Yoy Variance -| (12,318.8) 927.0| 3,959.4| 3,8495| (895.7)
USofA 1820 YoY Variance (%) -l (91.7)% 83.1% 193.8% 64.1% 62.3%
Denominator
Total MVA 1,201 2,298 2,273 2,506 2,723 2,200.2
Total MVA YoY Variance ('000s) - 1,097.0 (25.0) 233.0 217.0 380.5
Total MVA YoY Variance (%) - 91.3% (1.1)% 10.3% 8.7% 27.3%
Unit Cost
Unit Cost $/MVA 11,186.34 485.64 898.81| 2,395.21| 3,618.03| 3,716.81
Unit Cost YoY Variance ($/MVA) -1 (10,701) 413 1,496 1,223| (1,892.1)
Unit Cost YoY Variance (%) -1 (95.7)% 85.1% 166.5% 51.1% 51.7%

Table 14 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Stations CAPEX Cost

per MVA
2019 2020 2021 2022 2023 5 yr Avg.

Unit Cost

HOL $/MVA 11,186.34 485.64 898.81| 2,395.21( 3,618.03| 3,716.81
Industry $/MVA 4,444 39| 4,012.52( 3,001.87| 7,412.84( 7,819.97| 5,338.32
Peer Group $/MVA 4,246.80| 1,94511| 2,582.75| 2,273.75| 1,407.29| 2,491.14
HOL vs. Industry Var. ($/MVA) 6,741.95| (3,526.88)| (2,103.06)| (5,017.63)| (4,201.94)| (1,621.51)
HOL vs. Industry Var. (%) 151.7%| (87.9)%| (70.1)%| (67.7)%| (53.7)%| (25.5)%
HOL vs. Peer Grp. Var. ($/MVA)| 6,939.54| (1,459.47)| (1,683.94) 121.46| 2,210.75( 1,225.67
HOL vs. Peer Grp. Var. (%) 163.4%| (75.0)%| (65.2)% 53%| 157.1% 37.1%

Rate Framework and Performance Outcomes
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The Poles, Towers, and Fixtures CAPEX unit cost is the sum of USofA 1830 - Poles,
Towers, and Fixtures divided by pole installations in the same year. The Poles, Towers, and
Fixtures additions include the installation cost of poles, towers, and appurtenant fixtures

used to support overhead distribution conductors and wires.

USoA 1830 ($) Capital Additions
Number of Poles Installed

Unit Cost ($/Pole) =

Poles, Towers, and Fixtures CAPEX unit cost increased between 2019 and 2023 due to the
ongoing replacement of aging poles, Light Rail Transit Phase Il relocation work, and
emergency pole replacements resulting from the 2022 Derecho storm. Unit cost increases
were driven by material inflation and increasingly complex replacements (poles carrying
multiple circuits, located near major roadways, etc). The company’s five-year unit cost
average is above the industry and peer group averages. See Figure 8 and Tables 15 and 16

below for the variance analysis.

As part of this Application, Hydro Ottawa is proposing to invest in pole renewals at a higher
rate when compared to historical periods. These investments are necessary to address
assets at the end of their life and to enhance system reliability, safety, and operational
efficiency. Hydro Ottawa expects unit costs to increase in line with material and labour

inflation during the test period.

For more information, please refer to Section 5.2 of Schedule 2-5-5 - Capital Expenditure

Plan.

Rate Framework and Performance Outcomes
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1 Figure 8 - Industry and Peer Group vs. Hydro Ottawa 2019-2023 Poles, Towers and

2 Fixtures CAPEX Cost per Customer
15000
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== == Peer Group S/Customer 5 Year Average
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1 Table 15 — 2019-2023 Poles, Towers and Fixtures CAPEX Cost per Pole
2019 2020 2021 2022 2023 5 yr Avg.
Numerator
USofA 1830 ($'000s) 9,347 .4 8,113.8 8,793.1 16,600.6| 11,267.4| 10,824.5
USofA 1830 YoY Variance
($'000s) -1 (1,233.6) 679.3 7,807.5| (5,333.2) 480.0
g/S)OfA 1830 YoY Variance 1 (132)% 8.4%|  88.8%| (32.1)% 13.0%
0
Denominator
Total Poles Additions 814 772 764 1,262 828 888
Total Poles Additions YoY - (42.0) (8.0) 498.0|  (434.0) 35
Variance
Total Poles Additions YoY o o 0 o o
Variance (%) (5.2)% (1.0)% 65.2% (34.49)% 6.1%
Unit Cost
Unit Cost $/Pole 11,483.29| 10,510.10( 11,509.29| 13,154.20| 13,607.97| 12,052.97
Unit Cost YoY Variance
($/Pole) - (973) 999 1,645 454 531
Unit Cost YoY Variance (%) - (8.5)% 9.5% 14.3% 3.4% 4.7%

3 Table 16 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Poles, Towers and
Fixtures CAPEX Cost per Pole

2019 2020 2021 2022 2023 5 yr Avg.
Unit Cost
HOL $/Pole 11,483.29( 10,510.10| 11,509.29| 13,154.20| 13,607.97 | 12,052.97
Industry $/Pole 8,141.33| 8,799.96| 10,621.93| 11,202.39| 12,824.65| 10,318.05
Peer Group $/Pole 9,934.58| 10,377.00 9,698.50| 11,477.33| 12,264.83| 10,750.45
HOL vs. Industry Var. ($/Pole) 3,341.96| 1,710.14 887.36| 1,951.81 783.32| 1,734.92
HOL vs. Industry Var. (%) 41.0% 19.4% 8.4% 17.4% 6.1% 18.5%
HOL vs. Peer Grp. Var. ($/Pole) | 1,548.71 133.10| 1,810.79| 1,676.87| 1,343.14| 1,302.52
HOL vs. Peer Grp. Var. (%) 15.6% 1.3% 18.7% 14.6% 11.0% 12.2%
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The Lines Transformers CAPEX unit cost is the sum of USofA 1850 - Line Transformers
divided by new line transformer installations in the same year. The Lines Transformers
additions include the installation cost of overhead and underground distribution line

transformers for use in transforming electricity to the voltage used by customers.

USoA 1850 ($) Capital Additions
Number of Line Transformers Installed

Unit Cost ($/Line Transformer) =

Line Transformers CAPEX unit cost grew from 2019 to 2023, largely due to material cost
increases coming out of the pandemic and the Corrective Renewal Program discovering a
higher volume of complex distribution transformer oil spills that required replacement. The
company’s five-year unit cost is above the industry and peer group averages. See Figure 9

and Tables 17 and 18 below for the variance analysis.

Inflation has been acute for transformers. In particular, grain-oriented electrical steel, used in
the fabrication of transformers, experienced sharp price increases between 2020 and 2024
due to imbalances in supply and demand for these products. For more information on

inflation, please refer to Schedule 1-2-5 - Impacts of Inflationary Pressures.

Hydro Ottawa also realized a higher volume of distribution transformer oil spills related to a
specific manufacturer. The defective equipment was phased out and replaced, with new
transformers requiring bigger foundations, resulting in increased spending. For more
information on transformer additions, please refer to Section 5.2 of Schedule 2-5-5 - Capital

Expenditure Plan.

Hydro Ottawa plans to continue to invest in its Corrective Renewal Program to replace aging

or defective transformers and invest in expansion projects. Hydro Ottawa expects the Line

Rate Framework and Performance Outcomes
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1 Transformers CAPEX unit cost to correlate with prices for transformers since the inflationary

2 conditions described above continue to persist.

4 Figure 9 - Hydro Ottawa vs. Industry and Peer Group 2019-2023 Line Transformers
5 CAPEX Cost per Line Transformer Addition
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Table 17 — 2019-2023 Line Transformers CAPEX Cost per Line Transformer Addition

2019 2020 2021 2022 2023 5 yr Avg. ‘
Numerator
USofA 1850 ($'000s) 9,114.2 9,332.0] 11,197.6| 11,227.8| 12,095.9| 10,593.5
USofA 1850 YoY Variance - 217.8| 1,865.6 30.2 868.1 7454
($'000s)
USofA 1850 YoY Variance (%) - 2.4% 20.0% 0.3% 7.7% 7.6%
Denominator
Total Line Transformer Additions 976 723 756 585 513 710.6
Total Line Transformer Additions
YoY Variance - (253.0) 33.0 (171.0) (72.0) (115.8)
Total Line Transformer Additions 0 o o o 0
YoY Variance (%) (25.9)% 4.6% (22.6)% (12.3)% (14.1)%
Unit Cost
Unit Cost $/Line Transformer 9,338.32| 12,907.33| 14,811.64| 19,192.82| 23,578.75| 15,965.77
Addition
Unit Cost YoV Variance ($/Line 1 3569 1,904 4,381 4,386  3,560.1
Transformer Addition)
Unit Cost YoY Variance (%) - 38.2% 14.8% 29.6% 22.9% 26.4%
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Table 18 — Hydro Ottawa vs. Industry and Peer Group 2019-2023 Line Transformers
CAPEX Cost per Line Transformer Addition

2019 2020 2021 2022 2023  5yrAvg.
Unit Cost
HOL $/Line Transformer 9.338.32| 12,907.33| 14,811.64| 19,192.82| 23.578.75| 15,965.77
Addition
Industry $/Line Transformer 0.184.85| 10,179.87| 10,723.09| 13,771.45| 17,942.11| 12.360.28
Addition
Peer Group $/Line Transformer | o .0 42| 10 346.86| 10,924.86| 14,267.14| 17.450.86| 12.605.43
Addition
HOL vs. Industry Var. (§$/Line 153.47| 2,727.46| 4.088.55| 5421.37| 5.636.64 3.605
Transformer Addition)
HOL vs. Industry Var. (%) 17%|  26.8%| 381%| 394%| 314%| 27.5%
HOL vs. Peer Grp. Var. (§/Line (690.11)| 2,560.47| 3,886.78| 4,925.68| 6,118.90 3.360
Transformer Addition)
HOL vs. Peer Grp. Var. (%) (6.9)% 24.7% 35.6% 34.5% 35.0% 24.6%

The Meters CAPEX unit cost is the sum of USofA 1860 - Meters divided by the total

customer count. The Meters CAPEX includes installation costs for meters or devices used in

measuring electricity delivery to customers.

Unit Cost ($/Customer) =

USoA 1860 ($) Capital Additions

Total Number of Custormers

The Meters CAPEX unit cost decreased from 2019 to 2023 with some volatility from year to

year, depending on capital additions. Customer demand for connections or replacing failed

meters is driving spending in this category. The company’s five-year unit cost average is

slightly above the industry and peer group averages.
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Hydro Ottawa plans to upgrade its outdated metering system (AMI 2.0) in phases. This
upgrade will replace current infrastructure with advanced metering technology to enhance
operational efficiency through remote meter management, grid feedback, and data
collection. Improved data analytics will increase grid visibility, allowing for quicker issue
identification and resolution. AMI 2.0's advanced technology will also improve outage
detection, resulting in shorter outages and faster restoration times. These necessary
investments will increase the unit cost during the test period because spending will exceed

customer growth. See Figure 10 and Tables 19 and 20 below for the variance analysis.

Hydro Ottawa notes that this unit cost does not use meter additions as a denominator, which
results in misrepresented unit costs because meter capital expenditures are not strongly
correlated with customer growth. As described above, Hydro Ottawa plans to make a large
capital investment in metering equipment, including replacing existing customers’ aging
equipment. This investment is unrelated to customer growth. Therefore, an increase in
spending will not correspondingly be represented in the denominator, which negatively

affects the unit cost.

For more information, please refer to Section 5.2 of Schedule 2-5-5 - Capital Expenditure

Plan.
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Figure 10 - Industry and Peer Group vs. Hydro Ottawa 2019-2023 Meters CAPEX Cost

per Customer
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2019 2020 2021 2022 2023 5 yr Avg.

Numerator
USofA 1860 ($'000s) 5,261.2 3,560.9 4.,909.9 2,942.4 5,131.7 4,361.2
USofA 1860 YoY Variance
($000s) -1 (1,700.3) 1,349.0| (1,967.5) 2,189.3 (32.4)
tﬂ/s)ofA 1860 YoY Variance | (323)% 37.9%|  (40.1)% 74.4% 10.0%

(0]
Denominator
Total Customers ('000s) 339.8 346.3 353.3 358.9 364.3 352.5
Total Customers YoY
Variance ('000s) - 6.5 7.0 5.6 54 6.1
Total Customers YoY - 1.9% 2.0% 1.6% 1.5% 1.8%
Variance (%)
Unit Cost
Unit Cost $/Cust. 15.48 10.28 13.90 8.20 14.09 12.39
Unit Cost YoY Variance
($/Cust) - (5) 4 (6) 6 (0.3)
Unit Cost YoY Variance (%) - (33.6)% 35.2% (41.0)% 71.8% 8.1%
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1 Table 20 - Industry and Peer Group vs. Hydro Ottawa 2019-2023 Meters CAPEX Cost per

2 Customer
2019 2020 2021 2022 2023 5 yr Avg.

Unit Cost
HOL Unit Cost $/Cust. 15.48 10.28 13.90 8.20 14.09 12.39
Industry $/Cust. 12.82 11.98 10.82 10.38 14.02 12.00
Peer Group $/Cust. 10.81 12.41 10.91 9.10 12.35 11.12
HOL vs. Industry Var.
($/Cust) 2.66 (1.70) 3.08 (2.18) 0.07 0.39
HOL vs. Industry Var. (%) 20.7% (14.2)% 28.5% (21.0)% 0.5% 2.9%
HOL vs. Peer Grp. Var.

4.67 21 2. . 1.74 1.27
($/Cust.) 6 2.13) 99 (0-90)
HOL vs. Peer Grp. Var. (%) 43.2% (17.2)% 27.4% (9.9)% 14.1% 11.5%
Rate Framework and Performance Outcomes Activity and Program Based Benchmarking Analysis

33



N\

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

2026-2030 Custom IR
EB-2024-0115

Hydro

Tab 3
Schedule 3
Attachment C
ORIGINAL
Page 1 of 27

ELECTRICITY UTILITY SCORECARD BENCHMARKING ANALYSIS

1. INTRODUCTION

This Attachment summarizes Hydro Ottawa’s performance on the OEB’s Electricity Ultility
Scorecard (OEB Scorecard) from 2019 to 2023. It compares the utility’s historical performance
against itself and other utilities in Ontario. Per the OEB’s Renewed Regulatory Framework
(RRF), the metrics measure outcomes in service quality, customer satisfaction, safety, system
reliability, asset management, cost control, and financial performance. The RRF’s objective is
for regulated utilities to deliver customer-focused services, improve operational effectiveness,
respond to public policy actions, and produce sustainable financial performance. Where
applicable, the analysis discusses key targets for improvement. The results summarize Hydro
Ottawa’s operational and financial performance, highlighting achievements, areas for

improvement, and the utility’s commitment to building customer value.

Unless otherwise noted, the analysis in this section is focused on 2019-2023 and will use the

peer groups established in Table 1 of Schedule 1-3-3 - Benchmarking.
2. CUSTOMER FOCUS

2.1.1. New Residential and Small Business Services Connected on Time

Section 7.2 of the OEB’s Distribution System Code (DSC) requires that new service connection
requests for low-voltage customers (less than 750 volts) must be completed within five business
days after all applicable service conditions are satisfied, or at a later date agreed upon by the

customer and distributor.

As displayed in Figure 1 and Table 1 below, Hydro Ottawa exceeded its 90% target between
2019 and 2023. The utility connected an average of 4,807 low-voltage customers per year, 8.9%
more than the 2014 to 2018 average of 4,414. These connections were completed 100% of the

time within a five-day timeframe or as scheduled with the customer. Hydro Ottawa’s procedure

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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1 is to schedule a new connection within five days, or at a later date as agreed to by the customer

2 and distributor.

4 Hydro Ottawa expects that requests for new connections will increase between 2026 and 2030
5 as the City of Ottawa grows." This expectation is consistent with Ottawa’s municipal housing
6 targets, which pledged 151,000 new homes by 2031.2 Hydro Ottawa aims to meet its target of

7 connecting new low-voltage customers within DSC standards during the test period.

8
9  Figure 1 - Industry and Peer Group vs. Hydro Ottawa New Residential and Small Business
10 Services Connected on Time
100
99
98
o7
96
95
2019 2020 2021 2022 2023
B Hydro Ottawa Limited [ Industry Average [l Peer Group Average == 5 Year Hydro Ottawa Average
== 5 Year Industry Average == == 5 Year Peer Group Average
11
1 City of Ottawa, “Official Plan - Section 3. Growth Management Framework,”
https://documents.ottawa.ca/sites/default/files/section3 op_en.pdf. According to the City of Ottawa’s Official
Plan, its population is expected to increase by 15% from 2021 to 2031.
2 CBC, “City of Ottawa to Pledge to Help Build 151,000 Homes in Next Decade,”
https://www.cbc.ca/news/canada/ottawa/city-ottawa-municipal-housing-pledge-151000-units-1.6784756
Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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1 Table 1 - Industry and Peer Group vs. Hydro Ottawa New Residential and Small
2 Business Services Connected on Time
2019 2020 2021 2022 2023 5 Yr Avg.
Hydro Ottawa 100.00%| 100.00%| 100.00%| 100.00%| 100.00%| 100.00%
Industry Average 98.55% 98.11% 98.26% 97.85% 98.24% 98.20%
Peer Group Average 97.54% 97.07% 97.82% 97.30% 97.70% 97.49%

4 2.1.2. Scheduled Appointments Met On Time
5 Section 7.4 of the OEB’s DSC states that when a customer must be present for an
6 appointment, the distributor must offer to schedule the appointment during regular business

7 hours, within a four-hour window, and arrive during that time frame.

9 Hydro Ottawa met its 90% target between 2019 and 2023, completing an average of 98.55%
10 of scheduled appointments within the allotted time frame. Between 2019 and 2023, the utility
11 scheduled an average of 8,668 appointments, double the previous five-year average of
12 approximately 4,000. Customer counts have continued to grow, increasing demand for
13 appointments. See Figure 2 and Table 2 below for details.

14

15 In 2023, Hydro Ottawa’s percentage of scheduled appointments completed on time dropped
16 due to the 84-day strike and the utility’s reallocation of resources to essential services. In
17 other years, the utility scored high and was consistent with historical trends, even as
18 scheduled appointments grew from 6,883 in 2019 to 9,376 in 2023. Apart from the strike,
19 missed appointments were predominantly a result of significant emergencies or inclement

20 weather events that redirected resources to power restoration efforts.

21
22 In 2024, Hydro Ottawa expects that its scheduled appointments completed on time will
23 improve in line with historical results. The utility’s investment in its service desk tool and

24 further planned enhancements over the test period will continue to deliver exceptional

25 performance in service request responses.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Figure 2 - Industry and Peer Group vs. Hydro Ottawa Scheduled Appointments
Met On Time
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Table 2 - Industry and Peer Group vs. Hydro Ottawa Scheduled Appointments Met On

Time
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 99.59% 99.56% 98.86% 99.43% 95.32% 98.55%
Industry Average 99.30% 99.49% 99.45% 99.49% 99.28% 99.40%
Peer Group Average 99.60% 99.47% 99.82% 99.56% 99.65% 99.62%

2.1.3. Telephone Calls Answered on Time
Section 7.6 of the DSC requires that qualified incoming calls to the distributor’s contact

centre must be answered within 30 seconds.

Between 2019 and 2023, Hydro Ottawa answered an annual average of 193,000 calls.
Customer care calls were responded to within 30 seconds 81.54% of the time. This result

exceeds the industry target of 65%.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Hydro Ottawa’s call volume decreased from an average of 276,000 calls annually between
2014 and 2018 to 193,000 between 2019 and 2023. Call volumes were stable during the
later period, even though customer counts increased. Details can be seen in Figure 3 and
Table 3 below.

The reduction in average call volumes is due to the utility’s investment in improved
self-serve options, streamlined online experience, and web chat options. Hydro Ottawa has
improved its MyAccount service, a digital customer portal, that will continue to drive
operational efficiency through enhanced self-service options, automation, and
personalization. In 2023, the utility initiated a multi-year redesign that will improve and
update the user interface. Upon completion of the redesign, MyAccount will offer a user
experience tailored to customer needs. Customers will be better able to personalize their
communication preferences, and the portal will offer expanded outage reporting capabilities,
which are expected to streamline communications. Hydro Ottawa is also working towards
releasing MyAccount full mobile application functionality, eliminating the need to navigate to

the website for some services and providing another resource for customer inquiries.

As a result of these improvements in self-serve options, Hydro Ottawa expects to continue

to exceed the industry target during the test period.

Rate Framework and Performance Outcomes
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1 Figure 3 - Industry and Peer Group vs. Hydro Ottawa Telephone Calls Answered
2 on Time

2019 2020 2021 2022 2023
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== 5 Year Industry Average == == 5 Year Peer Group Average

5 Table 3 - Industry and Peer Group vs. Hydro Ottawa Telephone Calls Answered on Time

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 86.15% 74.60% 83.14% 76.81% 86.99% 81.54%
Industry Average 87.16% 84.57% 85.24% 85.76% 87.69% 86.08%
Peer Group Average 83.21% 79.75% 82.73% 82.94% 82.60% 82.25%

7 2.2. CUSTOMER SATISFACTION

8 2.2.1. First Contact Resolution

9 The OEB allows distributors discretion in reporting the First Contact Resolution metric.
10 Hydro Ottawa conducts a random survey throughout the year of customers who contact the
11 utility by phone. Customer responses are tallied to derive the metric. Customers who
12 indicate that their issues were resolved on first contact are included under First Contact
13 Resolution.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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According to its survey, Hydro Ottawa resolved an average of 88% of its customers' issues
upon first contact between 2019 and 2023. The 2022 Derecho storm produced a lower score
in that year due to increased customer call volume that could not be resolved on first
contact. However, the utility improved its five-year average compared to its 2014 to 2018

average of 84.7%.
As discussed in Section 2.2.1 and throughout this Application, Hydro Ottawa continues to
invest in digital solutions and its Customer Relationship Management (CRM) platform to

enhance customer experience and overall satisfaction.

Table 4 - Hydro Ottawa Customer First Contact Resolution

2020 2021 2022 2023 5 Yr Avg.

Hydro Ottawa 89.32% 89.88% 89.04% 86.03% 85.65% 87.98%

2.2.2. Billing Accuracy
Section 7.1 of the DSC defines an accurate bill as one that contains correct customer

information, meter readings, and rate information.

Hydro Ottawa issued an average of 99.9% accurate bills between 2019 and 2023. The utility
exceeded its 98% target in each of those years. Inaccurate bills can generally be attributed
to circumstances beyond Hydro Ottawa’s control, where customers were rebilled due to
meter communication issues and out-of-date customer information. See Figure 5 and Table

5 below for details on Hydro Ottawa’s Billing Accuracy results over the 2019-2023 period.

Hydro Ottawa is investing in its customer interface and digital billing to ensure that
customers have the most accurate and up-to-date information when making billing
decisions. In 2023, interface design enhancements to the mobile app empowered customers
to access electricity usage data, billing information, data downloads, and new payment
functionality. Hydro Ottawa plans to build upon its existing MyAccount and mobile app

platforms to ensure that billing accuracy remains high and exceeds industry targets. Hydro

Rate Framework and Performance Outcomes
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1 Ottawa is also investing in Advanced Metering Infrastructure (AMI) 2.0, which aims to
2 upgrade existing metering equipment and integrate advanced data analytics to support

3 customer billing accuracy and reduce meter communication issues.

4
5 Figure 4 - Industry and Peer Group vs. Hydro Ottawa Billing Accuracy
100.00
9950 B - = = i e - — _
99.00
) I
98.00 2019 2020 2021 2022 2023
B Hydro Ottawa Limited Industry Average [l Peer Group Average == 5 Year Hydro Ottawa Average
5 Year Industry Average == == 5 Year Peer Group Average
6
7
8 Table 5 - Industry and Peer Group vs. Hydro Ottawa Billing Accuracy
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 99.90% 99.88% 99.88% 99.84% 99.88% 99.88%
Industry Average 99.31% 99.72% 99.51% 99.71% 99.60% 99.57%
Peer Group Average 99.00% 99.62% 99.22% 99.66% 99.83% 99.47%
9
10 2.2.3. Customer Satisfaction Survey Results
11 The OEB allows distributors discretion in measuring customer satisfaction. Hydro Ottawa
12 contracts a third party to conduct its customer satisfaction survey on topics ranging from
13 reliability, customer service, power outages, billing, cost of electricity, and corporate image.
14 Feedback from these surveys is incorporated into Hydro Ottawa’s planning process and
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distribution rate applications. Further details on Hydro Ottawa’s Customer Satisfaction

surveys are available in Schedule 1-4-1 - Customer Engagement Ongoing.

Hydro Ottawa scored above 90% in customer satisfaction between 2019 and 2023. This
result demonstrates Hydro Ottawa’s core commitment to driving customer value. It also
represents an improvement over the 2014 to 2018 period, when customer satisfaction

survey results reached a low of 81% in 2016.

Hydro Ottawa continues to refine its customer value by investing in tools to improve
efficiency, expand automation, and leverage evolving customer preferences. Some of these
tools include online billing enhancements, encouraging online billing adoption, and ongoing
investments into the MyAccount customer portal and mobile application. The utility also
engaged its customers in the preparation of this Application to identify customer needs and
preferences, which were incorporated into decisions on system investments. For more
information on Hydro Ottawa’s customer engagement, please see Schedule 1-4-2 -

Customer Engagement on the 2026-2030 Application.

Table 6 - Hydro Ottawa Customer Satisfaction Survey

2019 2020 2021 2022 2023 5 Yr Avg.

Hydro Ottawa 94.00% 95.00% 95.00% 93.00% 91.00% 93.60%

3. OPERATIONAL EFFECTIVENESS

3.1.1. Level of Public Awareness

The OEB requires distributors to conduct a safety survey every two years. In collaboration
with distributors, the Electrical Safety Authority (ESA) developed a standardized survey to
measure public awareness of electrical safety. Hydro Ottawa completed its biennial safety
survey in March 2024 and scored 72% for public safety awareness. The survey included 917
respondents. This score is consistent with results from the previous years. See Figure 7 and

Table 7 below for details.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Helping customers understand the importance of staying safe and using electricity wisely is
a priority for Hydro Ottawa. The utility works to continuously enhance public awareness of
electrical safety through three primary vehicles: (a) its corporate website and social media
platforms; (b) a well-established student education program; and (c) active participation in
hazard-specific education campaigns, such as the utility’s annual promotion of the Ontario
Regional Common Group Alliance’s (ORCGA) Dig Safe Month, the Electrical Safety
Authority’s (ESA) Powerline Safety Month, Smart-as-a-Fox videos and the ESA’'s Holiday
Safety Campaign.

Hydro Ottawa aims to position itself as a reliable and trusted source of safety information for
Ottawa’s residents, communities, and businesses while ensuring a reliable electricity supply

throughout its service territory.

The utility has leveraged the power of social media and its website to expand customer
safety awareness. The Internet is a vital tool for interacting and informing customers. Hydro
Ottawa uses multiple social media platforms to engage with customers daily. The channels
post various types of content covering topics such as emergency preparedness and public

safety tips.

Hydro Ottawa is also refining its website using tools like Google Analytics and customer
feedback to streamline the experience and produce more effective messaging. As part of
this process, the Electrical Safety and Emergency Preparedness content has been compiled

into an easily accessible portal for customers.

For more information on the survey results and Hydro Ottawa’s safety programs, please

refer to Schedule 1-4-1 - Customer Engagement Ongoing.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Figure 5 - Industry and Peer Group vs. Hydro Ottawa Level of Public Awareness
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Table 7 - Industry and Peer Group vs. Hydro Ottawa Level of Public Awareness

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 72.00% 72.00% 72.00% 72.00% 72.00% 72.00%
Industry Average 82.03% 81.91% 82.71% 82.56% 83.09% 82.46%
Peer Group Average 80.91% 81.18% 82.58% 82.62% 82.91% 82.04%

3.1.2. Compliance with Ontario Regulation 22/04
The Electrical Distribution Safety Regulation, Ontario Regulation 22/04, establishes
objective-based electrical safety requirements of distributors for the design, construction,
and maintenance of their networks. Hydro Ottawa was deemed compliant with Electrical
Distribution Safety, O. Reg 22/04 for each year between 2019 and 2023, which meets the

target.

Hydro Ottawa intends to remain compliant with Electrical Distribution Safety, O. Reg 22/04
during the test period.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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3.1.3. Serious Electrical Incident Index
The Electrical Distribution Safety Regulation, Ontario Regulation 22/04, requires that

distributors report all serious electrical incidents to the ESA.

The number of serious electrical incidents involving the general public in Hydro Ottawa’s
service territory remained low. Hydro Ottawa set the target at zero which it strives to achieve
each year. However, if a serious electrical incident occurs, as defined by Section 12 of O.

Reg 22/04, Hydro Ottawa will miss its target.

A serious electrical incident occurs when the ESA determines that a member of the public
was involved in an incident that caused death or critical injury or had the potential to cause
death or critical injury. The OEB scorecard displays the actual number and normalized rate

of serious electrical incidents.

In 2020 and 2022, Hydro Ottawa missed its target of zero. In 2020, a serious electrical
incident occurred when a conductor sleeve failed, allowing a medium voltage overhead wire
to fall on the metal roof of a homeowner's garage. The incident did not result in any injuries.
In 2022, a serious electrical incident occurred when a piece of electrical equipment was left

in a public right-of-way. Again, no injuries were caused by the incident.

Given Hydro Ottawa’s performance, it has set a target of zero serious electrical incidents
during the test period. Thus, any incident deemed serious by the ESA within Hydro Ottawa’s

territory will result in the target not being met.

3.2.1. Average Number of Hours that Power to a Customer is Interrupted
The OEB scorecard includes a System Average Interruption Duration Index (SAIDI). SAIDI
is an industry standard that measures the average number of hours power to a customer is

interrupted annually. This scorecard metric is adjusted for Loss of Supply and Major Event

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Days. This scorecard metric uses a distributor-specific target, which is based on the utility’s

historical performance.

See Figure 8 and Table 8 below for Hydro Ottawa’s SAIDI performance relative to its peer

group and the industry over the 2019-2023 period.

In 2023, the utility completed a Climate Risk Reaffirmation and Resilience Investment
Business Case assessment.®> The study results were incorporated into system planning to
account for increasingly frequent severe weather events. The data-driven approach
identifies and prioritizes vulnerable infrastructure for undergrounding and system-hardening
to improve grid resilience and service reliability. Hydro Ottawa expects that with appropriate
funding and the use of these studies in system planning, the average number of interrupted

hours to customers will continue to decrease.

3 See Attachment 2-5-4(B) - Addendum Report to Distribution System Climate Vulnerability Risk Assessment and
Climate Change Adaptation Plan and Attachment 2-5-4(E) - Resilience Investment Business Case Report.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Figure 6 - Industry and Peer Group vs. Hydro Ottawa Average Number of Hours that
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to a Customer is Interrupted®

Table 8 - Industry and Peer Group vs. Hydro Ottawa Average Number of Hours that Power

5 Yr Avg.

2020 2021 2022 2023
Hydro Ottawa 0.77 0.83 0.83 1.02 1.03 0.90
Industry Average 1.68 1.90 1.63 1.90 1.83 1.79
Peer Group Average 1.39 1.44 1.39 1.25 1.27 1.35

3.2.2. Average Number of Times that Power to a Customer is Interrupted

The OEB scorecard includes a System Average Interruption Frequency Index (SAIFI), which

is an industry-wide standard measurement of the average number of times that power to a

customer is interrupted annually. This scorecard metric is adjusted for Loss of Supply and

4 Excluding Loss of Supply and Major Event Days.
% Excluding Loss of Supply and Major Event Days.

Rate Framework and Performance Outcomes
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Major Event Days. This scorecard metric uses a distributor-specific target, which is based on
the utility’s historical performance.

Hydro Ottawa’s five-year average SAIFI of 0.68 met its distributor-specific target of 0.74.
The lower SAIFI score demonstrates that the frequency of power interruptions decreased
while the duration of outages (SAIDI) increased due to the severity of damage and
increased restoration times during weather events. Overall, the utility’s network provided
more consistent and reliable service. This SAIFI result is an improvement over its previous
five-year average between 2014 and 2018 of 1.02. Refer to Figure 9 and Table 9 below for

details.

As discussed, Hydro Ottawa is proactively adopting climate risk mitigation strategies into its
system planning by identifying high-risk assets for failure and investing in system hardening
initiatives. With appropriate funding, the utility expects its SAIFI to continue to improve
between 2026 and 2030.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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Figure 7 - Industry and Peer Group vs. Hydro Ottawa Average Number of Times that

Power to a Customer is Interrupted®
1.50
1.00
0.50
0.00
2019 2020 2021 2022 2023
B Hydro Ottawa Limited I Industry Average [l Peer Group Average == 5 Year Hydro Ottawa Average
== 5Year Industry Average == == 5 Year Peer Group Average
Table 9 - Industry and Peer Group vs. Hydro Ottawa Average Number of Times that
Power to a Customer is Interrupted’
2019 2020 2021 2022 2023 5 Yr Avg.
Hydro Ottawa 0.75 0.72 0.62 0.69 0.63 0.68
Industry Average 1.18 1.19 1.07 1.13 1.06 1.13
Peer Group Average 1.44 1.39 1.21 1.25 1.15 1.29
3.3. ASSET MANAGEMENT
3.3.1. Distribution System Plan Implementation Progress
The OEB Scorecard includes an Asset Management measure. Distributors are required to
measure and report the Distribution System Plans (DSP) implementation progress annually.
Distributors are given discretion regarding how this measure is implemented and must
¢ Excluding Loss of Supply and Major Event Days.
" Excluding Loss of Supply and Major Event Days.
Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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describe their methodology annually in the scorecard’s Management Discussion and

Analysis. Targets are not set for this measure.

Hydro Ottawa’s DSP forecasts capital expenditures required to maintain and expand its
system to serve current and future customers. The DSP details the utility’s prioritization

process, tools, and methods that direct the capital expenditure planning process.

Hydro Ottawa measures the progress of its DSP implementation as a ratio of actual total
capital expenditures made in a calendar year over the total amount of planned capital
expenditures for that calendar year in the System Renewal and System Service categories.
The measure excludes unplanned asset failures (plant failures), System Access, and
General Plant investments. Hydro Ottawa’s 2019-2023 results are outlined in Table 10

below.

Hydro Ottawa faced challenges in achieving its 100% implementation progress target
between 2019 and 2023. Extreme weather events, COVID-19, and an 84-day labour strike
primarily contributed to the lower DSP implementation progress. The utility had to divert
resources to emergency repairs following severe weather events in 2019 and 2022. The
effects of COVID-19 created labour constraints in 2020, which required the deferral of
planned work to 2021. Material and labour shortages continued into 2021. In 2023, the
labour strike created obstacles across planned programs that necessitated the deferral of

projects to 2024.

Hydro Ottawa targets its DSP implementation progress measure to be as close to 100% as
possible between 2026 and 2030. With appropriate funding, the utility can execute its
data-driven and customer-focused DSP to support its customers’ growth and electrification

needs.

For more information, please refer to Hydro Ottawa’s DSP schedules in Exhibit 2, Tab 5 of

the Application.

Rate Framework and Performance Outcomes
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1 Table 10 - Hydro Ottawa’s Distribution System Plan Implementation Progress
2019 2020 2021 2022 2023 5 Yr Avg.
Hydro Ottawa 84.69% 89.00% 92.00% 90.00% 75.00% 86.14%

4 3.4.1. Efficiency Assessment

5 The Pacific Economics Group (PEG) assessed Hydro Ottawa as being in Cohort 4 between
6 2019 and 2023. Cohort 4 is defined as actual costs being between 10% and 25% above
7 predicted costs. This result began in 2015 when PEG assessed Hydro Ottawa’s actual costs
8 to be 12.1% above predicted costs when averaging the trailing three years, pushing the
9 utility into Cohort 4.

10

11 PEG evaluates distributors’ total costs on behalf of the OEB. A distributor’s total actual costs
12 are compared to its total predicted costs. The total cost performance is expressed as the
13 percentage difference between the two costs (actual and predicted) and stratified into one of
14 five cohort groups. As of 2023, the number of Ontario distributors in each cohort is as

15 follows:

16
17 e Cohort 1 (actual costs are more than 25% below predicted costs): 17

18 e Cohort 2 (actual costs are between 10% and 25% below predicted costs): 15

19 e Cohort 3 (actual costs are within 10% of predicted costs): 17

20 e Cohort 4 (actual costs are between 10% and 25% above predicted costs): 3

21 e Cohort 5 (actual costs are more than 25% above predicted costs): 2

22

23 In 2024, Hydro Ottawa conducted a comprehensive analysis to understand and compare its

24 PEG model results with other Ontario utilities. This analysis concluded that Hydro Ottawa
25 had omitted secondary circuit line kilometers from the OEB’s Reporting and Record Keeping
26 Requirement (RRR) filings and that doing so had a substantial negative impact on the

27 utility’s total predicted costs. PEG uses the RRR filings as inputs in its econometric model;

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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thus, not submitting secondary kilometers placed the utility in a higher cohort than it would

otherwise have been if it had.

In response, Hydro Ottawa updated its total circuit kilometers to include secondary lines in
its PEG model forecast submission for this Application. As a result, the utility’s efficiency

score was lowered to Cohort 3 from 2019 to 2023.

The PEG model predicts Hydro Ottawa will stay in Cohort 3 into 2028. A thorough
explanation and analysis of these results can be found in Attachment 1-3-3(A) - PEG

Benchmarking Forecast Analysis.

3.4.2. Total Cost per Customer
PEG evaluates the Total Cost per Customer on behalf of the OEB. This metric is calculated
as the sum of a distributor’s capital and operating costs according to the PEG model divided

by the total number of customers the distributor serves.

Hydro Ottawa’s total cost per customer increased from $733 in 2019 to $935 in 2023, as
shown in Figure 8 and Table 9 below. The metric remained stable between 2019 and 2021,
even registering a slight decrease. In 2022 and 2023, however, it increased due to inflation,
severe weather events, and the 84-day labour strike (the latter of which resulted in additional

contractors, security, and legal costs).

The utility maintains that its unique operational conditions produced a higher-than-average
unit cost when compared to the industry and will continue to do so. Hydro Ottawa is the only
utility of its size that serves a large population across urban and rural territory. For example,
Hydro Ottawa’s service territory has 326 customers per square kilometer, while Toronto
Hydro has 1,258 customers per square kilometer.2 Hydro Ottawa’s dispersed customer base

also spans the National Capital Greenbelt. Further, significant portions of the network were

8 Hydro Ottawa’s 364,334 customers / 1,116km2 = 326 customers per square kilometer and Toronto Hydro’s
792,734 customers /630 km2 = 1, 258 customers per square kilometer.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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1 constructed between 1960 and 1980, requiring increased OM&A to maintain aging assets.
2 Ottawa is also an expanding city with one of the highest growth rates (8.5%) among large
3 municipalities between 2016 and 2021, according to Statistics Canada's national censuses.®
4 This growth puts more demand on the utility’s services from housing, commercial, public,
5 and industrial customers, and requires corresponding investments by the utility to meet that

6 demand.

[o]

Figure 8 - Industry and Peer Group vs. Hydro Ottawa Total Cost per Customer
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10

11 Table 11 - Industry and Peer Group vs. Hydro Ottawa Total Cost per Customer

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 733.00 714.00 719.00 811.00 935.00 782.40
Industry Average 706.86 691.31 700.44 760.54 857.50 743.33
Peer Group Average 671.55 658.45 666.82 718.75 814.75 706.06

% Statistics Canada, “Focus on Geography Series, 2021 Census of Population: Ottawa - Gatineau Census
Metropolitan Area,”
https://www12.statcan.gc.ca/census-recensement/2021/as-sa/fogs-spa/page.cfm?lang=E&topic=1&dguid=2021S
0503505

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis

20


https://www12.statcan.gc.ca/census-recensement/2021/as-sa/fogs-spg/page.cfm?lang=E&topic=1&dguid=2021S0503505
https://www12.statcan.gc.ca/census-recensement/2021/as-sa/fogs-spg/page.cfm?lang=E&topic=1&dguid=2021S0503505

N\

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

2026-2030 Custom IR
EB-2024-0115

Hydro

Tab 3
Schedule 3
Attachment C
ORIGINAL
Page 21 of 27

3.4.3. Total Cost per Kilometer of Line

Total Cost per Kilometer of Line is also evaluated by PEG on behalf of the OEB. This metric
is calculated as the sum of a distributor’s capital and operating costs according to the PEG
model, and divided by the total circuit kilometers of distribution line within the distributor’s

service territory.

Hydro Ottawa’s Total Cost per Kilometer of Line increased between 2019 and 2023, with
much of the cost increase occurring in 2022 and 2023. Again, a large portion of these
increases can be explained by extreme weather events and the 84-day labour strike. See
Figure 9 and Table 10 below for Hydro Ottawa’s 2019-2023 results.

However, as discussed above in Section 3.4.1, Hydro Ottawa had omitted reporting its
secondary line circuit kilometers, which negatively affects this unit cost. Once the missing
secondary lines are accounted for, the unit cost drops below industry averages,
demonstrating the utility’s efficiency. That adjusted Total Cost per Kilometer of Line, which

includes secondary lines in the denominator, has been added to Table 9."°

Hydro Ottawa emphasizes that it only reported primary lines to the OEB. Thus, the PEG
model excludes any secondary lines within Hydro Ottawa’s service territory. Legacy
information from the utility’s predecessors presented complexities in reporting full secondary
line information. These complexities have been largely addressed, but there remain sections
of the secondary overhead network unsurveyed in the utility’s geographic information
system (GIS). Hydro Ottawa is continually surveying and updating its secondary line lengths
when lines are replaced or work is performed. As a result, Hydro Ottawa intends for its
secondary line data to be fully integrated into GIS in the coming years. Refer to Attachment
1-3-3(A) - PEG Benchmarking Analysis for further details.

© Secondary lines are quantified in Attachment 1-3-3(A): PEG Benchmarking Forecast Analysis.

Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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1 Figure 9 - Industry and Peer Group vs. Hydro Ottawa Total Cost per km of Line
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= = 5 Year Hydro Ottawa Average == = 5 Year Hydro Ottawa Adjusted Average 5 Year Industry Average
== 5 Year Peer Group Average
2
3
4 Table 12 - Industry and Peer Group vs. Hydro Ottawa Total Cost per km of Line"
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 42,694 41,819 42,365 46,747 54,210 45,567
Hydro Ottawa Adjusted 21,802 21,208 21,379 23,311 26,726 22,885
Industry Average 25,422 25,180 24,906 25,492 28,719 25,944
Peer Group Average 26,195 25,789 26,423 29,434 33,464 28,261
" Adjusted total circuit kilometers used in this calculation can be found in Attachment 1-3-3(A) - PEG
Benchmarking Forecast Analysis.
Rate Framework and Performance Outcomes Electricity Utility Scorecard Benchmarking Analysis
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4. PUBLIC POLICY RESPONSIVENESS

4.1.1. New Micro-embedded Generation Facilities Connected on Time

Per the DSC, the connection of new micro-embedded generation facilities must be
completed within five business days, or at such a later date as agreed to by the customer
and the distributor. This service condition must be met at least 90% of the time. Between
2019 and 2023, Hydro Ottawa connected 280 micro-embedded generation facilities (less
than 10 kW), all of which were connected within the prescribed time frame or at an
agreed-upon date with the customer (i.e. 100% timely completion rate). Hydro Ottawa
anticipates that it will continue to connect any micro-embedded generation facilities per the
OEB timelines.

Table 13 - Hydro Ottawa New Micro-embedded Generation Facilities

Connected on Time

2020 2021 2022 2023 5 Yr Avg.

Hydro Ottawa 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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5. FINANCIAL PERFORMANCE

5.1.1. Liquidity: Current Ratio
The Current Ratio is a liquidity ratio that measures a company’s ability to pay short-term
obligations, or those due within one year. Liquidity ratios indicate what a company has in

current assets to cover current liabilities.

In 2023, Hydro Ottawa’s liquidity current ratio was 0.94 and fluctuated between 0.81 and
1.14 between 2019 and 2023. Reduced liquidity can be attributed to a reduction in accounts

receivable and an increase in accrued liabilities.

Rate Framework and Performance Outcomes
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1 Figure 10 - Industry and Peer Group vs. Hydro Ottawa Current Ratio
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2
3
4 Table 14 - Industry and Peer Group vs. Hydro Ottawa Current Ratio
2019 2020 2021 2022 2023 5 Yr Avg.
Hydro Ottawa 1.14 0.81 1.00 0.90 0.94 0.96
Industry Average 1.38 1.34 1.29 1.30 1.28 1.32
Peer Group Average 1.04 1.14 0.90 0.91 1.02 1.00
5
6 5.1.2. Leverage: Total Debt-to-Equity Ratio
7 The OEB uses a deemed capital structure of 60% debt and 40% equity for electricity
8 distributors when establishing rates. A debt-to-equity ratio of more than 1.5 indicates that a
9 distributor is more leveraged than the deemed capital structure. Hydro Ottawa seeks to
10 maintain its financial health and the viability of its assets for the ultimate benefit of its
11 customers.
12 Since 2019, Hydro Ottawa has carried a higher debt-to-equity ratio due to its significant
13 capital expenditures required to replace aging infrastructure. In 2023, the debt-to-equity ratio
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was 1.94. Although Hydro Ottawa is more leveraged than the generic capital structure, it has

managed its cost of borrowing through the issuance of long-term debt.

Hydro Ottawa targets a 60:40 debt-to-equity range.

Figure 11 - Industry and Peer Group vs. Hydro Ottawa Debt-to-Equity Ratio
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Table 15 - Industry and Peer Group vs. Hydro Ottawa Debt-to-Equity Ratio

2020

2021

2022

2023

5 Yr Avg.

Hydro Ottawa 1.90 1.98 1.92 1.99 1.94 1.95
Industry Average 1.04 1.03 0.99 0.96 0.99 1.00
Peer Group Average 1.03 1.15 1.12 1.03 1.09 1.08
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5.1.3. Profitability: Regulatory Return on Equity
The regulatory model allows distributors to earn a deemed Return on Equity (ROE). The
OEB may trigger a regulatory review when a distributor performs +/- 3% outside of its

deemed range (whether under-earning or over-earning).

Between 2019 and 2023, Hydro Ottawa’s Achieved ROE remained within the +/- 3%
allowable range. Hydro Ottawa’s Achieved ROE in 2023 was 6.15%, which was below the
deemed return of 8.34% set for that year. Cost increases due to the 84-day labour strike and
severe weather events lowered the achieved ROE in recent years. See Figure 14 and Table

15 below for details.
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Table 16 - Industry and Peer Group vs. Hydro Ottawa Profitability:

Achieved Regulatory Return on Equity

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Hydro Ottawa 8.82% 7.24% 8.49% 6.94% 6.15% 7.53%
Industry Average 8.12% 6.50% 8.65% 7.72% 6.95% 7.59%
Peer Group Average 7.20% 6.35% 6.77% 6.69% 6.77% 6.76%

2 Note that a utility’s deemed ROE is set in its rate application, resulting in variations depending on the year and
the OEB’s specific determination for each application.
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SUPPLEMENTAL INDUSTRY BENCHMARKING ANALYSIS

1. INTRODUCTION

This Attachment provides supplemental benchmarking metrics not supplied in the
Activity-Based Program Benchmarking (APB) or the OEB’s Electricity Utility Scorecard. It
intends to supplement the existing APB results, which focus on program-level benchmarking, by
adopting metrics that measure performance at a company level. The benchmarking is divided
into five sections: Utility Characteristics, Labour Force, Operations, Maintenance, and
Administrative (OM&A) costs, Financial, and System Reliability. Each section contains metrics
derived from data reported to the OEB through the Reporting and Record Keeping
Requirements (RRRs)." The metrics are presented in figures and tables to illustrate Hydro
Ottawa’s performance and characteristics alongside the industry and peer groups between 2019
and 2023.

Unless otherwise noted, the analysis in this section is focused on 2019-2023 and will use the

peer groups established in Table 1 of Schedule 1-3-3 - Benchmarking.
2. SUPPLEMENTAL BENCHMARKING RESULTS

2.1.1. System Load Megawatt-Hour Per Customer

The system load megawatt-hour (MWh) per customer is the sum of Hydro Ottawa’s annual
metered consumption (RRR s.2.1.5.4) divided by its customer counts (RRR s.2.1.2), as reported
in OEB open source data. This metric provides operational insights into customers’ consumption

behaviours.

Hydro Ottawa’s load per customer has decreased between 2019 and 2023 and is consistently
lower than its peer group. Many factors influence consumption behaviours, such as customer

mix, weather, and government policies (conservation and demand management, tiered pricing,

" Data inventory.
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distributed energy resources, etc). Overall, the utility’s customers have trended downward in

consumption, and consumption per customer is lower than that of its peer group, as can be

seen in Figure 1 and Table 1 below.

Figure 1 - Hydro Ottawa vs. Industry and Peer Group System Load (MWh) Per Customer
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Table 1 - Hydro Ottawa vs. Industry and Peer Group System Load (MWh) Per Customer

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 20.68 20.10 20.10 20.36 19.81 20.21
Peer Group Average 22.94 22.50 22.38 22.69 22.27 22.56
Hydro Ottawa 21.39 20.40 20.20 20.15 19.93 20.42

2.1.2. Primary Circuit Kilometers Per 1,000 Customers

The primary circuit kilometers per 1,000 customers is the sum of primary circuit kilometers (RRR

s.2.1.56.5) divided by total customer counts (RRR s.2.1.2) converted into one thousand, as

Rate Framework and Performance Outcomes
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1 reported in the OEB’s open source data. This metric provides operational insights into the

2 quantity of primary circuit kilometers needed to serve customers.

4 Hydro Ottawa’s primary circuit kilometers per 1,000 customers remained flat between 2019 and
5 2023, suggesting that a proportionate amount of primary line was added as customers were
6 added. These results are consistent with industry and peer group trends, as displayed in Figure
7 2 and Table 2 below.

9 Figure 2 - Hydro Ottawa vs. Industry and Peer Group Primary Circuit Kilometers per 1,000
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Table 2 - Hydro Ottawa vs. Industry and Peer Group Primary Circuit Kilometers per 1,000

Customers
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 30.42 30.10 29.82 29.59 29.51 29.89
Peer Group Average 19.75 19.69 19.66 19.58 19.58 19.65
Hydro Ottawa 17.18 17.07 16.98 17.35 17.24 17.16

2.1.3. Severe Weather Event Frequency Per Year
The severe weather event frequency per year is the sum of the annual reported severe weather
events (RRR s.2.1.4.2.10) as reported in OEB open source data. This metric provides insights

into the frequency of severe weather events for Ontario distributors.

Hydro Ottawa experienced a high frequency of severe weather events between 2019 and 2023,
exceeding the industry and its peer group, as can be seen in Figure 3 and Table 3 below. These
events included the 2022 Derecho and the April 2023 ice storm. More details on major weather
events can be found in Schedule 2-5-3 - Performance Measurement for Continuous

Improvement.

An increase in the frequency of severe weather strains the network and increases costs
because the utility must reallocate resources to restore power. For example, the Derecho storm
caused over 1,000 individual outages, disrupted power for over half of Hydro Ottawa’s customer
base, and resulted in costs equivalent to four years of emergency repairs. It also impacted the
utility’s capital program. The cost increases resulting from these storms are captured in the
OM&A metrics.

Rate Framework and Performance Outcomes

Supplemental Industry Benchmarking Analysis

4



ET-IydroOttawa

1

2

10

11

2026-2030 Custom IR
EB-2024-0115

Exhibit 1

Tab 3

Schedule 3
Attachment D
ORIGINAL

Page 5 of 29

Figure 3 - Hydro Ottawa vs. Industry and Peer Group Severe Weather Event Frequency Per

Year
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mm 5 Year Hydro Ottawa Average = = 5YearIndustry Average === == 5 Year Peer Group Average

Table 3 - Hydro Ottawa vs. Industry and Peer Group Severe Weather Event Frequency Per

Year

2020

2021

2022

2023

5 Yr Avg.

Industry Average 0.64 0.95 0.98 1.24 0.67 0.90
Peer Group Average 1.00 2.00 1.00 2.50 1.00 1.50
Hydro Ottawa 3.00 2.00 1.00 3.00 3.00 2.40

2.1.4. Loss Factor Percentage

The loss factor percentage is the annual total distribution losses divided by total purchases. This

metric is the proportion of energy lost in the distribution and transmission of electricity before it

reaches the final customer.
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Hydro Ottawa’s line loss factor percentage remained stable between 2019 and 2023. The
utility’s score was lower than its peer group and the industry average, demonstrating its network
efficiencies. As shown in Figure 4 and Table 4 below, Hydro Ottawa has lower line losses than
its peer group average and the industry average, and thus produces a lower monthly line loss
cost per customer, providing tangible savings.

Figure 4 - Hydro Ottawa vs. Industry and Peer Group Loss Factor Percentage
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Table 4 - Hydro Ottawa vs. Industry and Peer Group Loss Factor Percentage

Industry Average

2019
3.95%

2020
4.03%

2021
3.87%

2022
4.13%

2023
4.60%

5 Yr Avg.
4.12%

Peer Group Average

4.48%

4.29%

4.34%

4.14%

3.88%

4.23%

Hydro Ottawa

3.01%

3.14%

2.87%

3.02%

3.10%

3.03%
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2.2. LABOUR FORCE BENCHMARKING

2.2.1. Full-Time Equivalent Per Primary Circuit Kilometer

The full-time equivalent (FTE) per primary circuit kilometer is the annual FTEs (RRR s. 2.1.5.1)
divided by the total primary circuit kilometers (RRR s.2.1.5.5). This metric provides insight into
the FTEs required to maintain and operate a utility’s network of lines.

Hydro Ottawa’s FTEs per primary circuit kilometer decreased between 2019 and 2023, as
shown in Figure 5 and Table 5 below. The steeper reduction in 2023 resulted from the 84-day

strike, which reduced FTEs in that year.

Hydro Ottawa’s FTEs per primary circuit kilometer metric is higher than its peer group and
industry average, which demonstrates Hydro Ottawa’s lower FTE per 1,000 customers. Please
see Attachment 4-1-3(C) Workforce Growth for Hydro Ottawa’s 2026-2030 for more details
regarding 2026-2030.

Figure 5 - Hydro Ottawa vs. Industry and Peer Group FTE per Primary Circuit Kilometer
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Table 5 - Hydro Ottawa vs. Industry and Peer Group FTE per Primary Circuit Kilometer

2019 2020 2021 2022 2023 5YrAvg. ‘
Industry Average 0.09 0.09 0.09 0.09 0.09 0.09
Peer Group Average 0.09 0.09 0.09 0.09 0.09 0.09
Hydro Ottawa 0.11 0.10 0.10 0.10 0.08 0.10

2.2.2. Full-Time Equivalent Per 1,000 Customers

The FTE per 1,000 customers is the annual FTEs (RRR s.2.1.5.1) divided by the total customer
counts (RRR s.2.1.2) converted into thousands, as reported in OEB open source data. This
metric provides operational insight into how effectively a utility can allocate its human resources

to serve its customers.

Hydro Ottawa’s FTE per 1,000 customers decreased between 2019 and 2023, which can largely
be attributed to the utility’s stabilized headcount over the same period. The dip in 2023 was due
to the 84-day strike, which decreased FTEs among unionized employees. Hydro Ottawa’s
five-year average is closely aligned with its peer group and well below the industry average,
demonstrating that staffing is appropriately sized. See Figure 6 and Table 6 below for details.
Please see Attachment 4-1-3(C) Workforce Growth for Hydro Ottawa’s 2026-2030 for more
details regarding 2026-2030.

Rate Framework and Performance Outcomes

Supplemental Industry Benchmarking Analysis

8



ET-IydroOttawa

10

2026-2030 Custom IR

EB-2024-0115
Exhibit 1

Tab 3
Schedule 3
Attachment D
ORIGINAL
Page 9 of 29

Figure 6 - Hydro Ottawa vs. Industry and Peer Group FTE per 1,000 Customers
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Table 6 - Hydro Ottawa vs. Industry and Peer Group FTE per 1,000 Customers

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 2.10 2.00 1.95 1.98 2.03 2.01
Peer Group Average 1.78 1.69 1.63 1.65 1.67 1.68
Hydro Ottawa 1.84 1.68 1.65 1.72 1.40 1.66

2.2.3. Full-Time Equivalent Per Gigawatt Hour
FTEs per gigawatt hour (GWh) are the annual FTEs (RRR s.2.1.5.1) divided by the total
metered consumption in GWh (RRR s.2.1.5.4), as reported in the OEB’s open source data. This

metric is an operational measure of how effectively a utility can allocate its human resources to

meet its customers’ electricity demands.
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1 Hydro Ottawa’s FTEs per GWh decreased from 2019 to 2023, as displayed in Figure 7 and
2 Table 7 below. Again, the 2023 dip was due to the 84-day strike. Since 2019, customer
3 electricity demand has stayed flat, which means that the variations in Hydro Ottawa’s results are

4 largely due to changes in FTEs.

6 Hydro Ottawa performed better than the industry but worse than the peer group because, as
7 demonstrated by the system load MWh per customer metric, its customers consume less
8 electricity on average than the peer group. Overall, the utility is consistent with the industry and

9 the peer group, demonstrating appropriate staffing levels.

10
11 Figure 7 - Hydro Ottawa vs. Industry and Peer Group FTE Per Gigawatt Hour (GWh)
0.12
0.10
0.08
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0.04
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12
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Table 7 - Hydro Ottawa vs. Industry and Peer Group FTE Per Gigawatt Hour (GWh)

2019 2020 2021 2022 2023 5YrAvg. ‘
Industry Average 0.11 0.10 0.10 0.10 0.11 0.10
Peer Group Average 0.08 0.08 0.08 0.08 0.08 0.08
Hydro Ottawa 0.09 0.08 0.08 0.09 0.07 0.08

2.2.4. Full-Time Equivalent Per $1,000,000 Capital Additions
FTEs per $1,000,000 capital additions are the annual FTEs (RRR s.2.1.5.1) divided by the total
gross capital additions less high voltage capital additions (RRR s.2.1.5.2), as reported in the

OEB’s open source data. This labour metric measures the size of a utility’s workforce relative to

its capital spending.

Hydro Ottawa has a low FTE per $1,000,000 capital additions compared to the peer group and

industry, as shown in Figure 8 and Table 8 below. This result demonstrates that the utility’s

staffing levels can effectively manage larger capital programs than its peers and the industry.
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1 Figure 8 - Hydro Ottawa vs. Industry and Peer Group FTE Per $1,000,000 Capital
2 Additions
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3

4
5 Table 8 - Hydro Ottawa vs. Industry and Peer Group FTE Per $1,000,000 Capital Additions
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 11.23 11.14 9.44 9.81 8.87 10.10
Peer Group Average 5.39 5.42 4.75 4.92 4.75 5.05
Hydro Ottawa 297 4.76 3.88 4.03 4.14 3.96
6

7 2.3. OPERATIONS, MAINTENANCE, AND ADMINISTRATIVE BENCHMARKING
8 2.3.1.
9 The operations, maintenance, and administrative (OM&A) costs per customer are the sum of
10 OM&A expenses (RRR s.2.1.7) divided by the total customer count (RRR s.2.1.2) as reported in

11 the OEB’s open source data. This metric measures the utility's cost efficiency in operating its

Operations, Maintenance, And Administrative Costs Per Customer

12 network to serve its customers.
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Hydro Ottawa’'s OM&A per customer increased between 2019 and 2023. The increase matched
similar industry and peer group increases, indicating that macro conditions raised utility costs.
Generally, the economies of scale allowed larger utilities in Ontario to supply electricity to their
customers at lower costs when compared to the industry average, as demonstrated by the peer

group and Hydro Ottawa’s results, as detailed in Figure 9 and Table 9 below.

Hydro Ottawa’s OM&A rose in 2022 due to the Derecho storm increasing expenses for
emergency maintenance. Some of those maintenance costs persisted into 2023. Additionally,
the 84-day strike in 2023 further increased OM&A as more resources were spent on
contractors, security, and legal fees to ensure the safe operation of the network. Hydro Ottawa’s
five-year average remained below its industry and peer group, demonstrating the value Hydro

Ottawa delivered to its customers.
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Figure 9 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per Customer
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Table 9 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per Customer

2019 2020 2021 2022 2023 5YrAvg. ‘
Industry Average 340.16 342.81 342.95 362.40 380.24 353.71
Peer Group Average 251.76 273.74 275.71 284.72 290.48 275.28
Hydro Ottawa 254.69 241.99 240.64 282.53 313.07 266.59

2.3.2. Operations, Maintenance, and Administrative Cost Per Primary Circuit Kilometer

OMG&A costs per primary circuit kilometer are the sum of OM&A expenses (RRR s.2.1.7) divided

by the total primary circuit kilometers (RRR s. 2.1.5.5) as reported in the OEB’s open source

data. This metric measures a utility’s OM&A spending in the operation and maintenance of its

primary lines.
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1 Hydro Ottawa’s spending per primary circuit kilometer increased between 2019 and 2023. Hydro
2 Ottawa’s results aligned with the industry and peer group, except for 2022 and 2023. The latter
3 years had extreme weather events, which increased emergency restoration spending, and a
4 labour strike, which increased third-party contractor expenses. Apart from the overt impact of
5 external events, the utility’s benchmarking demonstrates that OM&A spending has been

6 efficiently executed. See Figure 10 and Table 10 below for details.

8 Figure 10 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per Primary Circuit
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Table 10 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per Primary Circuit

Kilometer
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 14,537.37| 15,070.87 | 15,043.03( 15,985.27| 16,817.13| 15,490.73
Peer Group Average |13,807.53|14,945.79|14,991.33| 15,478.05| 15,809.67 | 15,006.48
Hydro Ottawa 14,828.07| 14,174.25( 14,170.53| 16,286.87| 18,156.87| 15,523.32

2.3.3. Operations, Maintenance, and Administrative Cost Per Full-Time Equivalent
The OM&A cost per FTE is the sum of OM&A expenses (RRR s.2.1.7) divided by the annual
FTE (RRR s.2.1.5.1) as reported in the OEB’s open source data. This metric indicates how

efficiently OM&A is allocated over the utility’s workforce to serve its customers.

Hydro Ottawa’s OM&A per FTE increased between 2019 and 2023. The metric is expected to
increase over time due to inflation, which is demonstrated by the industry and peer group
trending upwards. However, Hydro Ottawa’s severe weather events in 2022 and the labour
disruption in 2023 produced growth in OM&A per FTE that exceeded the peer group and
industry in those years. The utility reported fewer FTEs in 2023 due to the strike, which
increased the metric in that year. Nevertheless, the utility's OM&A spending efficiency
outperformed the industry and peer group when averaged over five years. See Figure 11 and

Table 11 below for details.
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Figure 11 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per FTE

250,000.00

200,000.00

150,000.00

100,000.00

50,000.00

0.00

2019

B Hydro Ottawa Limited
== 5 Year Hydro Ottawa Average

2020

2021

I Industry Average

= = 5Year Industry Average

2022

2023

. Peer Group Average

m= == 5 Year Peer Group Average

Table 11 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per FTE

2019 2020 2021 2022 2023 5 Yr Avg.
Industry Average 176,270 184,266 186,292 197,476| 202,974 189,456
Peer Group Average 142,269 164,267 171,476 175,192 175,772 165,795
Hydro Ottawa 138,583 144,355 145,912 164,694| 224,085 163,526

2.3.4. Operations, Maintenance, and Administrative Cost Per Megawatt Hour
The OM&A cost per MWh is the sum of OM&A expenses (RRR s.2.1.7) divided by the total
system load metered consumption in MWh (RRR s.2.1.5.4) as reported in the OEB’s open

source data. This metric indicates how efficiently OM&A is allocated to deliver electricity to the

utility’s customers.
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1 Hydro Ottawa’s OM&A per MWh grew in line with the industry and peer group, except in 2022
2 and 2023. The utility’s metered electricity demand was relatively stable between 2019 and 2023.
3 As a result, the metric increases correspond to increased OM&A driven by extreme weather, the
4 84-day strike, and macro inflationary conditions. Hydro Ottawa’s five-year average remains
5 below the industry average, as shown in Figure 12 and Table 12 below.

7 Figure 12 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per MWh
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10 Table 12 - Hydro Ottawa vs. Industry and Peer Group OM&A Costs Per MWh
2019 2020 2021 2022 2023 5 Yr Avg. ‘

Industry Average 17.08 17.68 17.58 18.40 19.86 18.12

Peer Group Average 11.04 12.24 12.48 12.76 13.28 12.36

Hydro Ottawa 11.91 11.86 11.91 14.02 15.70 13.08
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1 2.3.5. Operations, Maintenance, and Administrative Cost, and Capital Additions Ratio

2 The OM&A cost per capital additions is a ratio between the sum of OM&A (RRR s.2.1.7) and
3 annual capital additions less high voltage additions (RRR s.2.1.5.2) as reported in the OEB’s
4 open source data. This metric illustrates the relationship between a utility’s expenditure on
5 OMS&A versus capital.

7 Hydro Ottawa’s ratio between OM&A and capital additions has been variable between 2019 and
8 2023 due to external events ranging from the COVID-19 pandemic to increased extreme
9 weather.

10

11 Figure 13 - Hydro Ottawa vs. Industry and Peer Group OM&A Cost and Capital Additions
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Table 13 - Hydro Ottawa vs. Industry and Peer Group OM&A Cost and Capital Additions

Ratio
2019 2020 2021 2022 2023 5YrAvg. ‘
Industry Average 1.90 2.05 1.79 1.87 1.83 1.89
Peer Group Average 0.72 0.83 0.77 0.82 0.79 0.79
Hydro Ottawa 0.41 0.69 0.57 0.66 0.93 0.65

2.3.6. Total Cost Per Full-Time Equivalent
The total cost per FTE is the sum of OM&A (RRR s.2.1.7), as reported in OEB source data, and
the Pacific Economics Group (PEG) capital costs, as reported in the OEB’s 2024 PEG total cost
benchmarking model, divided by FTEs (RRR s.2.1.5.1).2

Hydro Ottawa’s total cost per FTE grew between 2019 and 2023, as shown in Figure 14 and
Table 14 below. Again, extreme weather events increased OM&A in 2022 and 2023. Lower FTE

counts also caused the metric to increase in 2023 due to the labour disruption.

Larger utilities typically exhibit higher total costs per FTE due to their capacity to efficiently

manage and execute larger capital programs, which are necessary to serve rapidly expanding

and densely populated urban areas. Hydro Ottawa’s results demonstrate that its total costs and

FTEs are comparable to similarly sized utilities within its peer group.

2 OEB, “Performance Assessment: Total Cost Benchmarking - Benchmarking Update Calculations,”
https://www.oeb.ca/sites/default/files/Benchmarking%20Update%20Calculation%202024 .xIsx
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Figure 14 - Hydro Ottawa vs. Industry and Peer Group Total Cost per FTE
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Table 14 - Hydro Ottawa vs. Industry and Peer Group Total Cost per FTE

2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 374,647.28|388,351.60|392,480.88413,979.63 462,691.10|406,430.10
Peer Group Average (446,612.00|482,335.91|510,608.09(516,106.45|576,978.94|506,528.28
Hydro Ottawa 412,151.96(432,154.84 (442,732.10|483,576.86|683,136.36 | 490,750.42

2.4. FINANCIAL BENCHMARKING

2.41. Weighted Average Cost Of Debt (%)

The weighted average cost of debt is the total income statement financing cost (RRR section

2.1.7) divided by the short and long-term debt and intercompany long-term debt advances found

on the balance sheet (RRR section 2.1.7). This metric illustrates the effective interest rate a

utility pays on its borrowed funds.
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1 Hydro Ottawa’s weighted average cost of debt has remained stable between 2019 and 2023, as
2 shown in Figure 15 and Table 15 below. Financing is received via intercompany loans from its
3 parent company, Hydro Ottawa Capital Corporation, on a pass-through basis. The utility has
4 prudently managed its cost of debt through an arrangement with Hydro Ottawa Capital
5 Corporation, which provides financing to Hydro Ottawa in tranches to meet its capital structure
6 requirements. For more information, please refer to Schedule 5-1-1 - Cost of Capital and Capital

7 Structure.

8
9 Figure 15 - Hydro Ottawa vs. Industry and Peer Group Weighted Average Cost Of Debt
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10
11
12 Table 15 - Hydro Ottawa vs. Industry and Peer Group Weighted Average Cost Of Debt
2019 2020 2021 2022 2023 5 Yr Avg. ‘
Industry Average 4.74% 4.16% 3.34% 3.58% 6.13% 4.39%
Peer Group Average 3.50% 3.09% 2.97% 3.02% 3.84% 3.28%
Hydro Ottawa 3.11% 2.95% 2.96% 3.13% 3.41% 3.11%
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1 2.4.2. Operating Ratio
2 The operations ratio is the sum of total operating expenses (RRR s.2.1.7) divided by total
3 distribution revenue (RRR s.2.1.7). This is a financial measure of how efficiently a company

4 uses its assets to generate revenues.

6 Hydro Ottawa’s operating ratio outperformed the industry and its peer group between 2019 and
7 2023. The utility’s ratio fluctuated between a low of 70% and a high of 77% in that period, with
8 2023 recording an increase due to extreme weather and labour disruptions. See Figure 16 and

9 Table 16 below for details.

10
11 Figure 16 - Hydro Ottawa vs. Industry and Peer Group Operating Ratio
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Table 16 - Hydro Ottawa vs. Industry and Peer Group Operating Ratio

2019 2020 2021 2022 2023 5 Yr Avg.
Industry Average 82.08% 83.17% 81.65% 83.94% 84.47% 83.06%
Peer Group Average 75.97% 78.19% 78.02% 79.05% 76.72% 77.59%
Hydro Ottawa 71.94% 72.74% 70.17% 74.60% 76.98% 73.28%

2.4.3. Total Monthly Cost to Customer for Loss Factor

The line loss factor percentage was transformed into a monthly cost to the customer using the

OEB’s distribution rate database.® This metric measures the cost to the customer due to utility

line losses.

Hydro Ottawa’s total monthly cost to customers for the loss factor is lower than the industry and

peer group. The lower line loss percentage translates into lower charges to its customers

compared to other Ontario utilities. See Figure 17 and Table 17 below.

3 Ontario Energy Board, Electricity Distribution Rates Database
https://www.oeb.ca/applications/applications-oeb/electricity-distribution-rates.
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Figure 17 - Hydro Ottawa vs. Industry and Peer Group Monthly Loss Factor Cost Per

Customer
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Table 17 - Hydro Ottawa vs. Industry and Peer Group Monthly Loss Factor Cost Per

Customer

2020

2021

2022

2023

5 Yr Avg.

Industry Average $4.85 $5.03 $3.85 $3.43 $4.06 $4.25
Peer Group Average $3.72 $3.55 $2.75 $2.45 $2.91 $3.08
Hydro Ottawa $ 3.21 $3.35 $263 $2.38 $2.83 $ 2.88

2.5. SYSTEM RELIABILITY BENCHMARKING

2.5.1. Outage Cause Codes

The System Average Interruption Frequency Index (SAIFI) and the System Average Interruption

Duration Index (SAIDI) are industry-wide standard measurements of interruption frequency and

duration. SAIFI and SAIDI interruptions are classified into cause codes, with each cause
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1 contributing to an overall value reported on the Electricity Utility Scorecard. In Figures 18

2 through 23 below, SAIFI and SAIDI are broken out by outage cause codes to illustrate which

3 factors contributed to Hydro Ottawa’s reliability results, as compared to the peer group and

4 industry averages.

6 For more information on system reliability, please refer to Schedule 2-5-3 - Performance

7 Measurement for Continuous Improvement.

9 Figure 18 - Hydro Ottawa SAIFI by Outage Cause Codes
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Figure 19 - Industry Average SAIFI by Outage Cause Codes
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Figure 20 - Peer Group Average SAIFI by Outage Cause Codes
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Figure 21 - Hydro Ottawa SAIDI by Outage Cause Codes
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Figure 22 - Industry Average SAIDI by Outage Cause Codes
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1 Figure 23 - Peer Group Average SAIDI by Outage Cause Codes
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