





1. REMOVAL FROM ROLE:

xxi.
XXI1.
Xxifi.
XX1V.
KXV,
KNV,
XXVl
xxviii.
XXX,
XXX,
XXX1,
XXXil,
XXx1ii.
XXXV,
XXXV,
XXXvi.
XXXVl
Kxxviil.
XXXIX.
xl.

x1i.
xlil.
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x11ii.
xiiv.
xlv.
xhvi.
xlvil,
xIviil.
xhx. !

2. SPECIFIC OVERTIME ISSUES:

1all be paid 3 hours at straight time

shall be paid 3 hours at straight time

all be paid 1 hour at straight time

£

e. shall be paid 12 hours at straight time
f. hall be paid 1 hour at straight time

g. - shall be paid 9 hours at straight time
h. hall be paid 9 hours at straight time

hall be paid 22 hours at straight time

1. shall be paid 4 hours at straight time
k. '_shali be paid 4 hours at straight time
1 -ieduciions will be made from the above payments

»y

3. UNFAIR TREATMENT / DISCRIMINATION GRIEVANCES

a. 2005 performance appraisals for- and -;haki be

removed from their 901 files

- 18 -
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School Energy Coalition (SEC) INTERROGATORY #2 List 1

Interrogatory

Ref: C1/2/2, pg. 6; Sustaining OM&A: Stations: Planned Station Maintenance

a. Please provide a breakdown of the $2 million cost of inspecting Hydro One’s
stations in 2008.
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Please explain why spending for this activity increases by almost 100% from
2004 ($6.6 million) to 2008 ($12.9 million). Please provide a detailed explanation
of the drivers of the increase in spending during this time.
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Please provide the number and the average age of distribution and regulating
stations and mobile substations owned and operated by Hydro One Distribution,
from 2003-2008.

e
© N o v

19 Response

20

21 Q) The following is the breakdown of the inspection costs for Hydro One
22 Distribution Stations:

23

2008 Task Inspection Spending
Monthly urban inspections @ 250 stations $0.6
Spring inspections at other stations $0.8
Fall inspections at other stations $0.3
Maintenance during inspections $0.3
Total $2.0

24
25 b) The drivers that increase spending from 2004 to 2008 are:
26

27 e A significant increase in transformer overhauls, from 18 units in 2004 to 75
28 identified in 2008. Some of the additional overhauls were undertaken instead
29 of purchasing new transformers. The overhaul option is now less expensive
30 than new transformers because of significant increases in new transformer
31 costs.

32

33 e Hydro One has introduced Dissolved Gas in Oil (DGA) testing of transformer
34 Under Load Tap-Changers (ULTC) compartments. This has been an
35 extremely successful program which allows Hydro One to prevent unplanned
36 failures of transformer ULTC. With this program transformers are removed
37 from service under planned, controlled conditions, lessening the impact to

38 customers as well as the reducing failures.
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e During 2004, Hydro One had not yet implemented the full range of
maintenance activities at the utilities acquired during 2001, where in future
years the full cost for maintenance was included.

C) The following table provides the number and the average age of distribution and
regulating stations and mobile substations owned and operated by Hydro One
Distribution, from 2003-2007. The number of stations is based on year end,
therefore 2008 numbers are not included.

Year Number of Estimated Number of Estimated
Distribution | Average Age of Mobile Average Age of
and Regulating Distribution Substations Mobile
Stations and Regulating Substations
Stations *
2003 1016 23.0 28 29.2
2004 1013 23.9 28 30.2
2005 1009 24.8 28 31.2
2006 1006 25.7 28 32.2
2007 1007 26.7 28 33.2
Notes:

1. Average age of DS and RS is based on station in-service date where available or
transformer age where available.
2. Average age of Mobile Substations based on transformer age.
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School Energy Coalition (SEC) INTERROGATORY #3 List 1

Interrogatory

C1/2/2, pg. 12:

a.

b.

Please provide the number of trouble calls that Hydro One Distribution responded
to annually, from 2004-2007.

Please break down the annual trouble calls spending (by dollar amount) into the
following sub-categories: trouble calls, allowance for non-capitalized storm
related costs — vegetation management, allowance for non-capitalized storm
related costs — accumulated overtime during storm events, and other (if any).
Please advise why Hydro One didn’t apply for a Z-factor rate adder related to
2006 storm damage claims in its 2007 IRM distribution rates application;

Please separately provide details of 2006 storm damage costs that were recorded
in other expense / capital line items.

in determining the 2008 budget for Trouble Calls (under Sustaining OM&A-
Lines-Trouble Call Response), how was the forecast number of trouble calls
(49,100) determined?

How does the cost per trouble call for 2008, $1,199 ($58.9 million divided by
49,100 projected calls), compare with the 2004-2007 period? Please explain any
variation in per unit cost.

Does the forecasted number of calls for 2008 take into account Hydro One’s
extensive vegetation management program?

Response

a. The following table is a yearly summary of the total number of OM&A Trouble Calls
between 2004 and 2007.

Year Trouble Call Units
2004 46,767
2005 49,935
2006 49,697
2007 49,384

b. The annual spending for OM&A Trouble Calls are as follows:

Category 2004 ($M) [ 2005 ($M) | 2006 ($M) [ 2007 ($M)
Trouble Calls $50.6 $48.7 $49.9 $52.2
Storm - Vegetation Management $0.5 $3.4 $15.0 $1.3
Storm - Overtime Premium $0.4 $4.7 $6.0 $4.0
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C.

Hydro one didn't apply for a z-factor rate adder in its 2007 IRM distribution rates

application for a number of reasons:

- a certain level of storm damage costs are included in distribution program
spending approved by the Board,

- the major storms in 2006 did not meet the materiality criteria set by the Board

- historically, Hydro one has absorbed some of the cost of incremental storm
damage spending via re-direction of other work programs or has absorbed these
costs resulting in lower net income,

- all storm related capital spending would be included in rate base for recovery as
part of rebasing during a subsequent rates application.

The capitalized portion of storm restoration costs in 2006 was $62.0 million

The 2008 forecast number of trouble calls was based on a weighted 4-year average of
historical accomplishments as indicated in the table below.

Year Weight
2003 10%
2004 20%
2005 30%
2006 40%
Total (2008) 100%

The unit cost for Trouble Calls would not include non-capitalized storm related costs.
This being the case, the projected cost for 2008 is $1,077 ($52.9 million divided by
49,100 projected calls) rather than the $1,199 noted in f) above. The average cost per
unit between 2004 and 2007 was $1,029 ($201.4 million divided by 195,783 trouble
calls from 2004 to 2007). The variance is 4.7% which is below escalation amounts
over this period.

The 2008 program forecast does take into account the work accomplished by the
Vegetation Management Program. The impact of the increasing accomplishments for
the 2008 Vegetation Management Program is not expected to have a material affect
on the 2008 Trouble Call Program. Noticeable benefits from increased vegetation
management are not expected to materialize until several years into the program.
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School Energy Coalition (SEC) INTERROGATORY #4 List 1

Interrogatory

Ref: C1/2/2: Sustaining OM&A: Line Maintenance

a.

Pg. 15: Sustaining OM&A: Line Maintenance. Please explain why the budget for
Line Patrols, Wood Pole Assessment and Asset Data Collection increases by 65%
from 2004 ($8.1 million) to 2008 ($13.4 million).

How many kilometres of line/ number of poles were assessed in 2004 versus
2008?

Pg. 15: The evidence states, at line 20, that the approach adopted by Hydro One
for line patrols meets the requirements of the Distribution System Code. Was
Hydro One in compliance with the Distribution System Code in 2004? If so, what
accounts for the 65% increase in spending on line patrols since then?

Line Sustaining OM&A- Other Services: why are the expenditures for these items
not included in the total Line Sustaining budget at C2/2//2, pg. 15?

Pg. 22: Please explain the drivers for the increase in the 2007 forecast for
Sustaining OM&A: Other Services from $9.6 million as originally filed (in the
August 2007 filing) to $12.7 million in the updated evidence.

Pg. 22: Please provide a more detailed explanation for the fluctuation in Line
Sustaining OM&A- Other Services-Miscellaneous Services from $2.9 million in
2004 to $7.7 million in 2007 (up from $5.6 million in the evidence filed August
15, 2007), to $4.9 million in 2008. (With respect to the evidence states only that
the increase is due to “an increasing focus on Health and Safety consistent with
the company’s strategic goals.”)

Response

a. As discussed in Exhibit C1, Tab 2, Schedule 2, page 16, Hydro One commenced a
line data capture initiative in 2005. For economic efficiency, the initiative was
bundled with line patrols and the data capture is expected to be complete in 2010.
Expenditures associated with the initiative are budgeted to be $4.6 million in 2008.
These expenditures were not present in 2004, the year before the data capture
initiative commenced and they are the primary driver for the increase in expenditures.

b. In 2004, approximately 21,000 kilometres of line was assessed, which is the same as
the 2008 budget.
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c. Hydro One was in compliance with the Distribution System Code in 2004. Details on
the increase in spending can be found in the answer to part a above.

d. Page 15 of Exhibit C1, Tab 2, Schedule 2 only shows expenditures attributed directly
“Other Services” are not directly associated with line
maintenance and are detailed separately on page 22 of the Exhibit C1, Tab 2,

to line maintenance.

Schedule 2.

e. The following table explains the drivers for the increase in actual costs:

2007 Forecast

Description (Aug. 2007) 2007 Actual Driver for Increase

Customer Inquiries $3.3 $3.8 Greater demand. Original
forecast was based on 6,000
inquiries and actual was
approximately 7,900.

Investigations & $0.7 $1.2 Greater demand for data requests.

Data Collection

Miscellaneous $5.6 $6.2* The aggregate of various small

Services increases (e.g. more third party
switching requests, greater
amount of miscellaneous
engineering and environmental
support, and a greater emphasis
on Environmental Health and
Safety).

Total $9.6 $11.2

* The 2007 actual spend for Miscellaneous Services was $6.2 million rather than
$7.7 million as identified in the February 20, 2008 update to Table 7, Exhibit C1,
Tab 2, Schedule 2. Hydro One inadvertently included $1.5 million associated with
Distribution Operating Map and Station Operating Diagram Maintenance as part of

Miscellaneous Services.

The $1.5 million in expenditures applies to Operations

OMA&A as noted in the interrogatory response at Exhibit H, Tab 13, Schedule 13.

f. Other Services — Miscellaneous Services has increased from $2.9 million in 2004 to

$6.2 million in 2007. The increase can be attributed to the following factors:

e Third party switching requests have more than doubled between 2004 and 2007.

e Environment Health & Safety — A significant increase is attributed to supporting
the company’s achievement of strategic safety targets as described in Exhibit A,
Tab 3, Schedule 1, page 2. Examples of specific initiatives include implementing
a new e-learning system, developing a learning management system, improving
an inventory of hazardous substances, and conducting pandemic planning.

e Other increases in various small programs that include joint use audits have
contributed to the overall increase.
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School of Energy Coalition (SEC) INTERROGATORY #5 List 1

Interrogatory

Ref: C1/T2/S2/pg 17 of 36, Sustaining OM&A — Lines — Line Maintenance

Preventative and Corrective Maintenance

Please complete the following table.

2004 2005 2006 2007 2008
Reclosers (#) maintained 1850
Line Regulators (#) maintained 150
3 phase switches (#) maintained 150
Padmounted Transformers (#) 500
maintained
Wash Insulators(#) maintained 8000
OM&A spending for the above 3.8M
5 items ($Millons) [1]
EPAC insulators replaced (#) 6500
Other insulators replaced (#) 3850
Other Defects (#) 9000
OM&A spending for the above 9.9M
3 items ($Millons) [2]
Total [1] + [2] 7.2M 9.7M 12.3M 13.4M | 13.7M
Response
2004 2005 2006 2007 2008
Reclosers (#) maintained 1,137 1,055 1,579 1,601 1,850
Line Regulators (#) maintained 93 53 114 153 150
3 phase switches (#) maintained 107 117 124 150 150
Pad mounted transformers (#) maintained 328 281 560 203 500
Insulator Washing 7,575 7,379 6,522 5,348 8,000
8'\&%]?02231‘:]'”9 fortheabove Sitems | o590 | $3.0M | $33M | $4.IM | $3.8M
EPAC Insulators 5,549 7,031 7,242 3,683 6,500
Other insulators replaced (#) 794 2,727 2,909 5,804 3,850
Other Defects (#) 3,259 6,982 7,751 13,957 9,000
g“,('/lgi‘lﬁoﬁ’;r}ging forthe above 3items | ¢/ an; | g67M | $9.0M | $95M | $9.9M
Total [1] + [2] $7.2M | $9.7M | $12.3M | $13.6M | $13.7M
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School Energy Coalition (SEC) INTERROGATORY #6L.ist 1

Interrogatory

Ref C1/T2/S2/pg 25 of 36, Sustaining OM&A — Metering — Customer Retail

Meters & Smart Meters

a. Please complete the following table.

2004 2005 2006 2007 2008

Customer Retail Meters OM&A | $8 M $72M |$8.1M $9.1M | $6M

Spending ($Millions)

# retail meters

Unit OM&A Cost — retail meters

($/retail meter)

Smart Meter OM&A Spending | O $2.4M | $4.9M $8.8M | $9.7M

($Millions)

# Smart Meters in Service

OM&A cost per meter smart

meter

Response

2004 2005 2006 2007 2008

Customer Retail Meters OM&A $8.0 M $7.2M $8.1 M $8.5 M $6.0 M

Spending ($ Millions)

# retail meters (see note 1) 1,142,000 | 1,156,000 | 1,138,000 | 927,000 | 574,000
(estimated)

Unit OM&A Cost —retail meters $7.00 $6.22 $7.11 $9.17 $10.45

($/retail meter) (projected)

Smart Meter OM&A Spending ($ 0 $2.4M $4.9M $8.8M $9.7M

Millions)

# Smart Meters in Service (see note | 0 0 27,600 250,431 | 620,400

2) (estimated)

OM&A cost per meter smart meter | O n/a $175 $35.20 $15.65
(projected)

Note:

1) Numbers for Retail Meters are total system Non-Smart Retail Meters at year end.
2) Numbers for Smart Meters in Service are total Smart Retail Meters Installed at

year end.
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School Energy Coalition (SEC) INTERROGATORY #7 List 1

Interrogatory

Ref: C1/2/2, pg. 27: Sustaining OM&A: Smart Meters

a. The evidence sets out the OM&A costs for smart meters associated with both
minimum and incremental functionality. Please provide what portion of the 2008
budget of $9.7 million is related to each of the bulleted items listed. Where
applicable, please provide the relevant unit cost and what assumptions Hydro One
made regarding the number of units for 2008 (for example, the first bullet point
on pg. 28 refers to one of the costs of incremental functionality as being caused by
“responding to a higher number of customer inquiries as a result of pre- and post-
installation of smart meters on customer premises”- what assumptions did Hydro
One make regarding the increased number of calls and what was the cost per
call?)

b. Pg. 28, lines 12-18: What assumptions did Hydro One make regarding the
anticipated savings in other areas as a result of smart meter spending?
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Response

a.

2008 OM&A Cost >Minimum Functionality

Maintenance on Billing System (TOU Capability)

Maintenance on Integration System
PMO
Total OM&A Costs Exceeding Minimum Functionality

2008 OM&A Cost for Minimum Functionality

AMCC Maintenance
Telecommunication Charges
Smart Meters & Network Devices Maintenance
Call Handling, Billing and Customer Communication
Communication & Change Management
PMO
Total OM&A Cost for Minimum Functionality

Total 2008 OM&A Costs

The unit costs above have been all portrayed based on average unit cost per

forecast cumulative installed meter.

Many of these costs will change over the life of the project, either as a result of
the full implementation to 1.3 million meters, or as a result of changes in the
customer demographics (for example as we move from higher to lower density)

Unit Cost Based

on Cumulative
Target to 2008

of 610,000
($/Meter)
$K

554 0.91
3,358 5.50
5 0.01
3,917 6.42
811 1.33
764 1.25
2,019 3.31
1,151 1.89
668 1.09
369 0.61
5,782 9.48
9,700 15.90

and geography / terrain (as we move from urban to rural and south to north).

The call handling component of the $1,151k is approximately $195k and is based

on an assumption of 15% of customers call at a cost per unit of $14.

b. The meter reading savings forecast for 2008 is $1.4M, which is based on the

following assumptions:
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All systems tested and available for 25% of the year,

All of the 2007 (240k) and %2 of the 2008 (370k) available,

An average of 3.7 manual meter reads per year,

An average cost of $3.76 per manual reading $1.5M

An offsetting cost for EBT of $0.08 per read $(0.1)M

The savings in retail meter maintenance are based on a standing exemption from
Measurement Canada for our meter sampling and reverification program for the
majority of meters scheduled for testing in the 2008 to 2010 period. The savings
come from lower field services costs (we no longer have to retrieve these meters)
and lower sample testing costs. The savings forecast for 2008 is $2.8M and are
based on the following:

Avg. Cost Number
Testing Reverifiaction 17.11 5,762
Sample 10.05 4,174
Field S Base 145 6,947
A Base 400 3,529

There is also approximately $400k of inventory savings.
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School Energy Coalition (SEC) INTERROGATORY #8 List 1

Interrogatory

Ref: C1/2/2, pg. 29 and following: Sustaining OM&A: Vegetation Management

a. C1/2/2- Line Clearing: please provide the annual accomplishment (KM’s of lines
cleared) for 2004-2008.

b. Please provide the annual accomplishments for brush control for 2004 to 2008.

c. Please provide greater detail as to what the extra 15% (2008 budget of $7.9
million) in Customer Notification spending will accomplish and how specifically
the extra funds will be spent.

d. C1/2/2, pg. 35- Table 10 shows the contribution of trees to system interruptions
has been consistent for several years. Why wasn’t the problem addressed sooner?

e. Asset condition assessment is generally completed 2 years prior to the time
projected for line clearing. Information obtained includes vegetation height, tree
and brush densities and clearances to conductors. The information is then used to
schedule work. Please advise whether and to what extent the vegetation
information gathered 2 years prior to the initiation of line clearing would be
outdated in determining the priority of work.

Response

a.

b.

Please refer to the interrogatory response in Exhibit H, Tab 1, Schedule 63.
Please refer to the interrogatory response in Exhibit H, Tab 1, Schedule 63.

The 2008 budget for Customer Notification is approximately 15% above the historic
average. The increase is attributed to Hydro One’s plan for reducing the Vegetation
Management cycle, which increases the Customer WNotification requirements
associated with the planned tree clearing and brush control accomplishments in 2008.
The increase of roughly 20% in clearing accomplishments over historic average
accounts for the increase in the 2008 Customer Notification budget.

Hydro One recognizes the large contribution that tree caused interruptions make to
reliability performance and has for a number of years made concerted efforts to
address the issue as communicated in both Hydro One’s last rate application EB-
2005-0378 and in the current rate application. In EB-2005-0378, Exhibit C1, Tab 2,
Schedule 2, page 31, Hydro One discussed its efforts to address vegetation issues and
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specifically noted the increase of line clearing accomplishments from 7,635 km in
2002 to 10,360 km in 2004, as well as its intent to increase line clearing
accomplishments to a level of 12,500 km in 2008. Hydro One remains committed to
this goal as evidenced by the 2007 line clearing accomplishment of 12,211 km.
These long term efforts are the only way to address a wide spread and systemic issue
such as tree caused interruptions and Hydro One anticipates reliability improvements
as detailed in the interrogatory response in Exhibit H, Tab 1, Schedule 49 once
shorter vegetation maintenance cycles are fully implemented.

Asset condition assessment (ACA) information gathered 2 years prior to scheduled
vegetation maintenance is not considered outdated for the purposes of scheduling
work. ACA information is utilized as soon as it is collected and Hydro One would
not hesitate to schedule work on rights of way prior to the 2 year mark if ACA results
identify an immediate need. It should also be noted that ACA information is one
factor considered when scheduling work, along with other factors such as reliability
performance, customer requests, and the volume of unplanned maintenance. As well,
experience with rights of way and vegetation growth enables Hydro One to reliably
project condition 2 years out from when the assessments were conducted.
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School Energy Coalition (SEC) INTERROGATORY #9 List 1

Interrogatory

Ref: C1/T2/S2/Pg 34 & 35 of 36, Sustaining OM&A — Vegetation Management —Line
Clearing, Brush Control

a. Please separately identify Line Clearing and Brush Control spending attributable

to the 2006 summer storms.

. The Line Clearing OM&A spending projected in 2008 of $77 million is about

45% over historical year average of $53 million. On page 34, it states that the
increased spending was attributed to a volume increase of 35%. Does this also
suggest an increase in the unit cost of 7.4%? Please explain any variation in the
per-unit cost.

Response

a.

Details on the expenditures attributed to the 2006 summer storms can be found in
the response to the interrogatory in Exhibit H, Tab 13, Schedule 3, part b. Those
expenditures are for forestry work that is required as a result of storm damage.
Expenditures cannot be separated out by line clearing and brush control activities
as Hydro One does not account for storm related costs in this manner.

The 2008 line clearing unit cost is $6,144 per km, is approximately 7.7% greater
than the historic average (2004-2006) unit cost of $5706 per km. The variation in
unit costs works out to approximately 2.5% per year and is largely attributable to
escalation in labour costs.
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1 School Energy Coalition (SEC) INTERROGATORY #10 List 1
2
3 Interrogatory
4
5 10. Ref: C1/2/3: Development OM&A
6
7 a. Please provide greater detail as to how the additional funding (in the amount of
8 $2.4 million over the 2006 level) for Data Collection, Engineering and Technical
9 Studies will be spent as well as how the $2.6 million in Standards and Technology
10 will be spent. Please provide any cost-benefit analysis prepared to justify this
11 additional spending.
12
13 b. Please provide the planned and actual spending for these items for 2006and 2007
14 and explain any variation.
15
16 c. Is the 2008 spending on these items impacted by HON having spent less than
17 forecast in 20067 If so, how?
18
19
20  Response
21
2 a) The additional expenditure for 2008 over 2006 are as follows:
23
24 Data Collection and Engineering
25
26 e Increased analysis of the distribution system and data collection to ensure
27 protections function as intended and are synchronized to ensure operating
28 conditions remain within equipment ratings and address phase imbalance.
29 These activities account for $1.1 million.
30 e Proactive feeder modeling for potential distributed generator connections $0.4
31 million.
32 e Long Term Load Transfer (LTLT) resolution with other LDCs $1.0 million.
33
34 Standards and Technology
35
36 e Technical review and approval to manage field modifications to comply with
37 Ontario Regulation 22/04 issued under the Electricity Act, as well as the
38 development of new construction standards. This accounts for an increase of
39 $1.8 million from 2006 spending.
40 e Increase in the technology program to support distributed generation work, as
41 well as support other standards work, and fund R&D projects through CEA

42 Technologies Inc. - $0.7 million.
43
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The cost benefits concerning this work is assessed through the prioritization

process as outlined in Exhibit A, Tab 14, Schedule 5.

b)
2006 2007
Planned Planned
Actual ($M) (M) Actual ($M) ($M)
Standards and Technology 1.3 1.9 2.8 2.9
Data, Collection, Engineering and Technical
Studies 2.8 2.9 5.2 5.2

The Standards and Technology program expenditures in 2006 were lower than plan as a
result of delays in finalizing details on several R&D and standards projects due to a need
for engineering staff to focus on other higher priority work.

C) No
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School Energy Coalition (SEC) INTERROGATORY #11 List 1

Interrogatory

Ref: C1/T2/S3/pg 5 of 5, Development OM&A — Standards & Technology

Hydro One’s Technology program provides the funding to monitor emerging
technologies through its participation in industry interest groups. Projects were jointly
funded with other utilities having similar interests or challenges.

a. Please identify the *other utilities” actively participated in the emerging

technology interest groups, explain the joint expenditure sharing mechanism and
the % share of the Technology program expenditures that are allocated to Hydro
One.

. On page 5, Hydro One states that reduced funding in Technology program would

lead to increased longer term costs as opportunities to utilize emerging
technologies would be missed. Please provide examples of major projects where
the emerging technologies and/or new tools and methods funded by the
Technology program were implemented.

Please provide examples of realized benefits (to quantify if possible) as a result of
utilizing the emerging technologies and/or new tools and methods funded by the
Technology program.

Response

a)

b)

Within the Electrical Power Research Institute (EPRI) leveraged R&D projects,
there are many different utilities and organizations participating. Each project has
its own set of participants. EPRI confirms that in 2007, Hydro One paid 17% of
the costs of the EPRI projects in which it participated for both transmission and
distribution.

With CEA Technology Inc. (CEATI), the Distribution Assets Life Cycle
Management Interest Group (DALCM) is the largest interest group. There are
approximately 30 utilities that participate. Hydro One’s funding level varies from
project to project, and is determined based on the level of interest of each utility.
The percentage of funding within the group changes based on the type and
number of projects under consideration and the level of interest by utility
members.

Examples of projects, and their use of emerging technologies and/or new tools
and methods include:
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1) Communication alternatives for smart meters and distribution automation
in remote areas without adequate land line networks were developed under
this program.

i) Resolving complexities concerning distributed generation. Specifically
the investigation and analysis of alternatives surrounding transfer trip
schemes and system modeling.

iii) Studies and R&D carried out under health and safety such as EFM allow
Hydro One to implement policies and practices that are current and
address public issues.

iv) Purchasing standards for transformer that allow evaluation of accurate life
cycle costing.

Examples of realized benefits are provided below:

Configuration of Pole mounted transformers:

Hydro One replaces over 1,000 failed transformers a year. From these, about half
have failed due to lightning. This project has provided the technical information
to alter the design in order to improve lightning performance and reduce failures.

Transformer Loss Evaluation:
This project has provided the basis for assessing life cycle cost of transformer
losses thereby improving investment decisions.

Communication Options for Hydro One’s Distribution System

As part of our requirement to expand smart meters in rural areas we are also
experimenting with new communication technologies such as WiMax for
backhaul where other options do not exist. This technology has characteristics that
would not only allow data transfer for meters, but also enable many of the
applications associated with distribution automation and would support mobile IT
initiatives.

EPAC Insulator Assessment

Laboratory and failure analysis of these insulators provided Hydro One the
information needed to implement a replacement strategy that appropriately
addressed reliability and safety risks.
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1 School Energy Coalition (SEC) INTERROGATORY #12 List 1
2
3 Interrogatory
4
5 Ref: C1/T2/S3/pg 2 of 5, Development OM&A - Data Collection, Engineering and
6  Technical Studies
;
g  Data collection and analysis of the distribution system, equipment and feeder operating
9 characteristics are ongoing activities.
10
11 On page 3, Hydro One has identified 3 factors that caused a 100% increase of the Data
12 Collection & Engineering spending, from historical average of $2.5 million to $5.4
13 million in 2007 and projected $5.2 million in 2008.
14
15 a. Please set out what studies Hydro One intends to undertake in 2008 and the cost
16 of each.
17
18
19 Response
20
21 a. The studies Hydro One plans to undertake, and cost of each, are:
22
23 1) Power quality, connection impact studies - $2.4 million
24 2) Proactive feeder modeling for potential distributed generator connections
25 $0.4 million.
26 3) Long Term Load Transfer (LTLT) resolution with other LDCs $1.0

27 million.
28
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1 School Energy Coalition (SEC) INTERROGATORY #13 List 1
2
3 Interrogatory
4
5 C1/2/4: Operations OM&A
6
7 a. Pg. 6: Operations OM&A: Operations- how was the 2008 budget for Operations
8 (%$9.5 million, up from $8.5 million in 2007 and down from $10.8 million in 2006)
9 determined? What accounts for the $1 million increase from 2007 to 2008?
10
11 b. Operations OM&A- Operations Support- how was the 2008 budget for this

[y
N

program ($3.9 million, up from $2.6 million in 2007) determined? What accounts
for the $1.3 million increase in expenditures from 2007 to 2008?

=
B~ W

15 Response

16
17 a. The increase from 2007 to 2008 incorporates the hiring of new staff to address the

18 current demographics of the operating discipline. Staffing levels are slightly above
19 normal complement levels to provide for a training period for the new staff. In
20 addition, this funding provides for slighter greater response during storm conditions
21 than was experienced during 2007.

22
23 b. The actual spend for Operations OM&A- Operations Support for 2007 was $4.1

24 million. Hydro One has included $1.5 million associated with Distribution Operating
25 Map and Station Operating Diagram Maintenance as part of the Miscellaneous
26 Services as noted in the interrogatory response at Exhibit H, Tab 13, Schedule 4, part
27 e. This amount should have been included as part of Operations Support for 2007.

28 As such, there is no material difference in cost between 2007 and 2008.
29
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School Energy Coalition (SEC) INTERROGATORY #14 List 1

Interrogatory

Ref: C1/2/5: Customer Care OM&A:

a. C1/2/5- please file a copy of the contract with Inergi LP.

b. How much of the $103.8 million budget for Customer Care OM&A is forecast to

be paid to Inergi LP and how much represents internal HON costs?

Response

a.

Hydro One Networks files a copy of the Outsourcing Agreement Contract with
Inergi LP as Attachment A.

Of the $103.8 million budget for Customer Care in 2008, $40.5 (39%) million is
forecast to be paid to Inergi, for services provided including billing, call handling,
collections and settlements. In addition, the majority of Regulatory Compliance
project spending of $3.6 million and a portion of the $2.6 million Service
Enhancement spending is forecast to be paid to Inergi for project implementation
services.

The internal HON costs represent $34.4 million of the Customer Care OM&A, and
include meter reading, field disconnect or related orders, and a portion of customer
care management. The balance of the Customer Care work program costs represent
3" party services ($9.8 million) for items such as postage, telephone and bill
remittance services, and bad debt ($13.0 million).
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Inergi LP
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Attachment A - Hydro One Networks redacted version of the Outsourcing Agreement
Contract with Inergi LP available only in paper copy

The contract is available on request to —

Glen MacDonald — 416 345 5913
Anne-Marie Reilly — 416 345 6482
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School Energy Coalition (SEC) INTERROGATORY #15 List 1

Interrogatory

Ref: C1/2/5: Customer Care OM&A.- Base Services- Meter Reading

a.

b.

C1/2/5- how many customers are forecast to be on time of use bills in 2008?

Why are meter reading costs for 2008 forecast to be close to their 2007 level
despite Hydro One’s large smart meter expenditures in 2008?

What assumptions did Hydro One make regarding forecast savings in 2008 meter
reading costs derived from the smart meter program?

Response

a)

b)

Approximately 140,000 customers would be on time-of-use billing according to
our 2008 plan assumptions.

The 2008 meter reading costs are close to the 2007 level because 2007 spending
was less than initial plan. The 2007 meter reading costs were less due to a change
in staff compliment during 2007 to manage both the manual meter reading
program as well as implementation of smart meters.

See IR response in Exhibit H, Tab 13, Schedule 7, b).
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School Energy Coalition (SEC) INTERROGATORY #16 List 1

Interrogatory

Ref: C1/2/5: Customer Care OM&A- Base Services- Other Service Support Costs

a. Please provide a detailed explanation for the $1.2 million increase for this
program from 2007 to 2008. How exactly will the extra funds be spent?

Response

As per Table 2 in the February 20, 2008 update to Exhibit C1, Tab2, Schedule 5 the
Other Service Support Costs are increasing by $1.1M from 2007 to 2008.

The Other Service Support budget includes a number of contracts with 3" parties, to
provide services that support our billing, call handling and collection programs. The
$1.1M increase breaks down as follows:

Collections related costs contribute $0.3M. Customer Care is making increased
investments in collection activities. These activities include increased outbound call
reminders to customers past due and an increase in expected collection agency fees.

Telephone costs contribute $0.2M. The telephone costs were lower in 2007, in part due
to 2007 being a lower volume storm year. The 2008 spending is maintained at the 2006
level.

A $0.3M increase relative to 2007 is as a result of an adjustment in 2007 to write-off
uncashed bill credits issued to customers.

A $0.2M increase in other 3" party contracts.
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School Energy Coalition (SEC) INTERROGATORY #17 List 1

Interrogatory

Ref: C1/2/5- Customer Care OM&A- Base Services- Customer Care Management
a. Please provide a more detailed explanation as to how each of the factors listed at
C1/2/5, pg. 11 (“supporting the corporate objectives of improved customer
satisfaction”; “refining management practices associated with the Inergi contract
to assist in raising service quality to customers”; preparing for time of use billing
related to the incorporation of smart meters”) leads to an $3.1 million increase in
this program from 2006 to 2008.

Response

Please see interrogatory response in Exhibit H, Tab 1, Schedule 66.
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School Energy Coalition (SEC) INTERROGATORY #18 List 1

Interrogatory
Ref: C1/2/5: Customer Care OM&A- Regulatory Compliance

a. Explain why spending for this program was just $0.7 million in 2007, compared
to $4.1 million in 2006 and forecast of $3.6 million in 2008. What functions were
performed in 2006 and (forecast to be) performed in 2008? Why were these
functions not performed in 2007?

Response

The Regulatory Compliance work is comprised of a number of discrete projects each
year. Regulatory Compliance projects are required to implement Government and
Regulator policies and policy changes, such as Bill 100, the seasonal RPP threshold
change, or rate changes. As a result, Regulatory Compliance project spending varies
year-over-year based on the number of regulatory and/or legislative policy changes that
occur.

For example, in 2006, changes to business process and business applications were made
to comply with the Distribution System Code (DSC) amendments regarding Security
Deposits, the seasonal RPP threshold change and the 2006 Distribution Rate changes.

In 2007, there were fewer regulatory and legislative policy changes required. In addition,
the work plan originally included preparation work for the Dx Rate Cost Allocation &
Rate Design initiative, which did not materialize.

The 2008 Regulatory Compliance project plan includes the 2008 Dx Cost Allocation &
Rate Design project, as well as the seasonal RPP threshold change. Further breakdown is
provided in the IR response to Exhibit H, Tab 10, Schedule 15.
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School Energy Coalition (SEC) INTERROGATORY #19 List 1

Interrogatory

Ref: C1/T2/S6/pg 13 of 82, OM&A Shared Services and Other — Common Corporate
Costs — Finance — Treasury

a. Please update the reference on line 24: Distribution Portion of treasury costs
charged to cost of debt

Response

Please note that the reference exhibit contained a minor error. The correct sentence
should read: The Distribution portion charged to the company's cost of debt is $1.1
million in 2008, as shown in Exhibit B2, Tab 1, Schedule 2 Page 5, Line 28.
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School Energy Coalition (SEC) INTERROGATORY #20 List 1

Interrogatory

Ref: C1/2/6: shared services costs

With respect to the shared services costs approved by the Board in Hydro One’s 2007
Transmission rate application, the Shared Services OM&A for Hydro One Transmission
for the 2008 test year was $57.1 million [Decision with Reasons in EB-2006-0501, pg.
19] please:

a. Provide an expanded Table 2 at C1/2/6 to show the total Shared Services OM&A
approved by the Board in EB-2006-0501 [the 2007 Hydro One Transmission rate
application] for the 2008 test year. Please include the total claimed for 2008 in
EB-2006-0501 and the allocation to the Transmission business.

b. Please explain any discrepancies between the 2008 figure from the Transmission
application and the 2008 figure in the current proceeding.

c. It appears that Customer Care was included under Shared Services and Other
Costs in the Transmission proceeding but is not included in Shared Services and
Other OM&A in the current application. Please explain.

Resgonse
a) Table provided as requested:
2008 Costs ($ millions) |
Distribution Application (current) Transmission Application
Description EB-2007-0681 EB-2006-0501 *
Total Dx Allocation Total Tx Allocation
Common Corporate 84.2 405 81.4 40.9
Functions
Asset Management 118.9 46.3 96.4 57.3
Information 99.3 52.6 95.6 43.9
Management Services
Cost of Sales 115 5.9 17.4 9.9
Other Shared Services (165.3) (78.3) (164.6) (96.5)
Total 148.5 66.9 126.2 55.5

Table excludes Customer Care costs of $106.8 million Total and $1.6 million Tx Allocation



© 00 N oo O b~ W N

WNN RN NN RNRNNNR R R P B B B B b e
S © ® N o O B W N P O © ® N o b W N R O

Filed: April 4, 2008
EB-2007-0681
Exhibit H

Tab 13

Schedule 20

Page 2

b)

of 2

The Transmission application was filed in September 2006, and the Distribution
application was filed in August 2007. The primary reasons for the plan over plan
changes are as follows:

Common Corporate Functions: The increase in costs is primarily due to: new
work requirements associated with transition to International Accounting
Standards (IFRS) as required by the CICA and new internal control and
regulatory requirements; increase in costs relating to Bill 198 and related testing
of selected processes as required by OSC regulations; and a higher level of HR
purchased contract services associated with increased HR transactions for
additional staff.

Asset Management: Please see Interrogatory response Exhibit H, Tab 11,
Schedule 19 part “b” for an explanation of the 2008 Asset Management spending
level of $96.4M from EB-2006-0501 and the 2008 Asset Management spending
level of $118.9M provided in this application

Information Management Services: The increase primarily relates to the impact of
Capital Projects, specifically projected work primarily associated with the
implementation of the Cornerstone project.

Cost of Sales: The reduction in cost of sales is primarily related to a reduction in
the external work program.

The Transmission component of the Customer Care work program is very small
and was included in the Shared Services and Other Costs in the Transmission
submission as it did not warrant a separate section. The Customer Care work
program is primarily Distribution-related, therefore it is identified separately in
the Distribution application.
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School Energy Coalition (SEC) INTERROGATORY #21 List 1

Interrogatory

Ref: C1/2/6: Shared Services: Comparison between Transmission and

Distribution Applications

The following table shows the Shared Services costs in the current application as
compared to the Shared services in the Transmission application.

2007 Costs 2008 Costs

Description Distribution | Transmission | Difference** | 2008 costs: | 2008 costs: | Difference**
(current) Application Distribution | Transmission
application | [EB-2006- (current) application
[C1/2/6, 0501, Ex. application
pg.4] C1/2/5, pg.4]

Common 76.0 80.9 (4.9 84.2 81.4 2.8

Corporate

Functions

Asset 93.8 97.5 (3.7) 118.9 96.4 22.5

Management

Information 98.2 98.2 0 99.3 98.7 0.6

Management

Services

Cost of Sales | Not 18 N/a 115 17.4 (5.9)
available

Other Shared | Not (149.2) N/a (165.3) ($164.3) (1.0)

Services available

Customer 97.1 106.9 (9.8) $103.8 $106.8 (3.0)

Care*

Total 2440 252.3 236.4 15.9

*Part of Shared Services in Transmission application but listed separately in this
application.

** Between 2007, or 2008 as the case may be, costs in Distribution application vs. costs in the Tx
application.

Please:

a. confirm that the figures above from Hydro One’s pre-filed evidence in EB-2006-
0501 (the 2007 Transmission application) are correct. If not, please make the
necessary corrections;

b. fill in the missing information in the table.
c. explain why 2007 Customer Care costs in the Transmission application were

$106.9 million and 2007 Customer Care costs as stated in the current application
are $97.1 million.
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of 4

explain whether any portion of the 2008 Customer Care costs in the current
application represent work, previously included in 2007 Transmission rates,
deferred from 2007 to 2008.

e. explain why Common Corporate Functions, which were approved at 80.9 million
for 2007 in the Transmission application, are stated at $76 million in the current
proceeding.

f. explain whether any portion of 2008 spending in this proceeding represents
expenditures deferred from 2007.

g. explain why the 2007 Asset Management function was $97.5 million in the
Transmission application but $93.8 million in the current application.

h. Explain whether any portion of the 2008 spending for Asset Management
represents expenditures, previously approved in the 2007 Transmission
application, that were deferred from 2007 to 2008.

i. explain the differences in 2008 spending as between the amount stated in the
Transmission application and that stated in the current application. In particular,
please explain the $22.5 million difference in spending in Asset Management
function (a 23.3% difference) as between the two applications. Please explain
whether any portion of the difference in 2008 spending is due to spending
deferred in 2007 and pushed to 2008.

j. In particular, please explain why 2008 System Investment spending went from
$21.9 million in the Transmission application to $32.2 million in the current
application.

Response
a) & b) Correct table as below
2007 Costs 2008 Costs

Distribution Transmission Distribution | Transmission

Application Application Application Application

EB-2007- EB-2007-
Description 0681 EB-2006-0501 0681 EB-2006-0501

C1/2/s, C1/2/5,pg 4 Difference | C1/2/6,pg4 | C1/2/5,pg4 | Difference
Common
Corporate 76.0 80.9 (4.9) 84.2 81.4 2.8
Functions
Asset

Management 93.8 97.5 (3.7) 118.9 96.4 225
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2007 Costs 2008 Costs
Distribution Transmission Distribution | Transmission
Application Application Application Application
EB-2007- EB-2007-
Description 0681 EB-2006-0501 0681 EB-2006-0501
Information
Management 98.7 98.6 0.1 99.3 95.6 3.7
Services
Cost of 221 18.0 4.1 115 17.4 (5.9)
Shared (111.2) (157.9) 46.7 (165.3) (164.6) (0.7)
Services
Customer 97.1 106.9 (9.8) 103.8 106.8 (3.0)
276.6 244.0 32.6 252.4 233.0 19.4

c)

o
—~

D
~—

In the Transmission application submitted in 2006, the Customer Care 2007
budget total was $106.9 of which $105.3M is attributable to Distribution and
$1.6M to Transmission. In the Distribution application, the Customer Care 2007
actual program cost total of $97.1 million includes the Distribution portion of
costs only, excluding the Transmission component. Taking into consideration
Distribution costs only, the difference in 2007 budget versus actual costs is $8.2
million. The variance is primarily due to a reduction in meter reading costs due to
a change in staff compliment during 2007 to manage both the manual meter
reading program as well as implementation of smart meters; a reduction in
Regulatory Compliance costs associated with a delay in implementation of the
2008 Distribution Rate Cost Allocation & Rate Design changes; and, reduced
Customer Services Operations costs associated with lower than expected volume
of calls due to fewer storms during 2007; partially offset by an increase in bad
debt costs.

There is no material portion of the 2008 spending for Customer Care that
represents expenditures that were deferred from 2007 to 2008.

The $76 million in the current proceeding reflects the 2007 actuals while the
$80.9 million in the Transmission application is per the plan. The 2007 actuals
are lower due to a number of factors, including lower OEB and consultant costs,
lower labour costs in Corporate Finance associated with delays in hiring, lower
claims and insurance, partially offset by higher Inergi HR costs associated with
increased transactions, and higher external legal services.

There is no material portion of the 2008 spending for Common Corporate
Functions that represents expenditures that were deferred from 2007 to 2008.
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9)

h)

)

The $97.5 million of Asset Management spending in 2007 in EB-2006-0501 was
a projected amount while the $93.8 million of Asset Management spending in this
application is an actual amount. The $3.7 million difference is primarily due to
the inability to hire up the planned level for 2007.

There is no material portion of the 2008 spending for Asset Management that
represents expenditures that were deferred from 2007 to 2008.

Please see Interrogatory response Exhibit H, Tab 11, Schedule 19 part “b” for an
explanation of the 2008 Asset Management spending level of $96.4M from EB-
2006-0501 and the 2008 Asset Management spending level of $118.9M provided
in this application.

Please refer to Interrogatory response Exhibit H, Tab 11, Schedule 19, part “b”.
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School Energy Coalition (SEC) INTERROGATORY #22 List 1

Interrogatory

Ref: C1/2/6, pg. 15: Shared Services

a.

C.

Please explain why Hydro One’s self-insured insurance expense increases by $1.4
million in 2008 over 2007 (a 140% increase in one year) when other insurance
premiums increase by about 4% ($5.3 million versus $5.1 million).

On page 40, the insurance costs increase in 2008 (over 2006) by $1.2 million due
to cost escalation. Please confirm whether the insurance costs are for Hydro One’s
Property and Boiler and Machinery insurance as identified on page 41.

Please explain why insurance costs increase by $1.2 million in 2008.

Response

a.

The self insurance expense for uninsured claims against Hydro One can vary
significantly from year to year as a result of the number of claims against the
company and the amount per claim. Hydro One’s insurance premiums are more
predictable on an annual basis provided the company realizes stable market
conditions and a stable risk profile.

The insurance costs identified on page 41 are for Hydro One's Property and Boiler
and Machinery Insurance premiums and associated costs.

The increase of $1.2 million from 2006 — 2008, is mainly related to higher
premiums for Property and Boiler and Machinery insurance and also includes
smaller increases to other costs.
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School Energy Coalition (SEC) INTERROGATORY #23 List 1

Interrogatory

Ref: Exhibit C1/2/6, pg. 37-53- Shared Services OM&A: Asset Management Function

Pg. 41: with respect to the Distribution Rationalization function, please:

a.

Describe:
e the Distribution Rationalization plan,
e the participants of the plan,
e how the plan could assist Hydro One and other participating utilities
improve efficiencies,
e whether Hydro One has identified any areas in which efficiencies need to
be improved.

explain what portion of the $9.6 million in Strategy and Business Development
function is attributed to Distribution Rationalization.

explain how these activities are connected to the operation of the distribution
system such that they should be funded by ratepayers.
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Response

a.

For a copy of Hydro One’s Distribution Rationalization plan, see interrogatory
response to Exhibit H, Tab 13, Schedule 1, part “b”

The plan is solely for Hydro One

The plan focuses on the efficiencies that Hydro One can realize when it takes over
a Local Distribution Company (LDC) that is either electrically embedded in its
distribution system or geographically surrounded by Hydro One’s service territory
Hydro One continually seeks opportunities for improving efficiencies. With
respect to Distribution Rationalization, there are significant opportunities to
eliminate duplication of back-office and overhead costs that exist in each LDC.
When Hydro One takes over an embedded LDC it can incorporate the customers
of the former LDC into its existing systems and processes without significantly
increasing its centralized and overhead costs. This results in improved utilization
of systems and processes and therefore improves productivity.

A small portion of the Strategy and Development budget (approximately $700,000) is
related to internal staff dedicated to distribution rationalization and external advisors
to develop transactions.

The Distribution Rationalization activities are expected to provide long-term benefits
to ratepayers by spreading Hydro One’s Distribution fixed costs over a broader base
of customers once the acquired utilities costs are integrated into the rate making
process. In keeping with the Report of the Board entitled “Rate-making Associated
with Distributor Consolidation [July 23, 2007]”, the cost savings achieved through
the acquisition, resulting from efficiencies gained in operations, will be passed on to
rate payers through lower rates for the consolidated entity once approval of the rate
rebasing is attained (currently expected in 2011).
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School Energy Coalition (SEC) INTERROGATORY #24 List 1

Interrogatory

Ref: C1/T2/S6/Pg 37, 40 of 82, OM&A Shared Services and Other — Asset Management
Function — Strategy & Business Development

On page 37, the following Asset Management functions are identified: to develop an
investment plan that ensures maintenance of critical distribution and transmission
infrastructure to meet both the short and long term needs of customers and, to
optimize by working with Hydro One’s internal business units the bundling and
sequencing of the work.

a. Please describe in detail Hydro One’s investment plan for the next 5-10 years.

Response

This application only seeks approval for Hydro One's 2008 Revenue Requirement for its
Distribution Business, which is detailed in the application.

Hydro One is not seeking approvals for years beyond 2008 as part of this application and
therefore does not have Regulatory quality forecast information for years beyond 2008 to
provide as part of this application process.
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School Energy Coalition (SEC) INTERROGATORY #25 List 1

Interrogatory

Ref. C1/T2/S6/pg4l of 82, OM&A Shared Services and Other — Asset Management
Function — System Investment Function

a. One of the factors contributing to the increased System Investment Function

spending identified by Hydro One is the number of new proposed generation
connections. Please provide the number of new generation connections over
2004-2006 and the respective spending in each year.

. On page 43, GIS (Geographic Information System) has been identified as one of

the new technologies that Hydro One will be testing and utilizing to provide a
spatial representation of its physical assets. Please describe the current technology
that will be replaced with the new GIS system, the estimated cost of the GIS
system.

Response

a.

The table below shows the forecast and actual generation projects/connections, as
well as forecast and actual costs, for 2004 - 2006. Since the RESOP was launched
in the fall of 2006, the forecast for 2006 does not include the expected impact of
the RESOP. The table also shows information on Net Metering (NM) projects.
The number of NM connected projects took an upward swing starting 2006 as a
direct reflection of the change in NM regulation raising the threshold to 500 kW
(from 50 kW).

The number of projects actually connected in a given year is driven by customer
timelines and needs, which the LDC has little control over. It is also Hydro One’s
understanding that no Retail generators pursued connection in 2006 as a result of
generation proponents waiting for the details of the Standard Offer Program to be
finalized before moving ahead with their projects.
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Forecast / Planned (Budget) Actual
Year Number of Projects Number of Projects connected (Total
$M Capacity) $M
Retail Net Metering Retail Net Metering
2004 16 6 0.9 1 (0.11 MW) 11 (0.13 MW) 0.2
2005 18 8 15 3' (13.6 MW) 10 (0.17 MW) 0.3
2006 14 12 1.3 0 36 (0.69 MW) 15

1) In addition, Hydro One did TS modifications to enable connection of 6 generators to another LDC system.

b) The GIS referenced on page 43 relates to System Investment staff involvement in,
and direction of, the Asset Data Collection and Data Mart initiative that provides
software to analyze information and allows information to be transferred and used
in the corporate Geographic Information System (GIS) as noted in Exhibit D1,
Tab 3, Schedule 5, page 29. The GIS provides spatial representation of Hydro
One’s assets that will eventually replace the existing maps in both hard copy and
electronic form. System Investment has an interest in this information as it is
used for work program development and planning, and as such, System
Investment influences the data format and technologies used to collect and view
information. The cost for this initiative is identified in Exhibit D1, Tab 3,
Schedule 5, Table 6.
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School Energy Coalition (SEC) INTERROGATORY #26 List 1

Interrogatory

Ref: C1/T2/S6/ pg 46 of 82, OM&A Shared Services and Other — Asset Management
Function — Business Integration Function

The evidence states that work program standard costing rates have been developed by
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Hydro One, and Hydro One also performs analysis of the work program costs and results.

a. Please provide Hydro One’s current and estimated work program standard costing

rates, for the period 2004-2008, by each type of work program.

Response

Tables showing standard costing rates for 2004 — 2008 appear below.

_ 2004 2005 2006 2007 2008
PROVINCIAL LINES

Regional Line Maintainer 98.50 92.00 91.00 103.50 111.00
Scheduling Tech (Grade 63) 94.00 92.00 91.50 108.50 117.50
Team Lead (Grade 62) 100.00 100.00 97.00 114.50 123.50
Field Business Clerk (Grade 56) 80.00 81.00 81.00 92.50 102.00
Supervising Tech (Grade 65) 107.00 101.50 102.00 118.00 126.50
Lines UTS Il & 111 111.00 105.50 104.00 116.00 124.50
Truck Driver 79.00 75.00 71.00 94.50 104.50
COSR (Grade 59) 85.00 85.00 83.00 100.00 113.00
MP 4 123.50 125.00 121.00 143.50 160.00
MP 2 110.50 112.00 100.00 127.00 142.00
Grade 64 106.00 105.50 104.00 116.50 131.00
Meter Reader UTS Il & UTS 1lI 135.00 119.00 125.00 95.00 97.00
Meter Reader A 0.00 79.00 74.50 84.00 86.00
Meter Reader B 65.00 55.50 54.00 56.00 57.50
Hiring Hall Labourer 36.50 39.50 43.00 49.50 55.50
Hiring Hall Foreperson 59.50 63.50 65.00 75.50 84.00
Hiring Hall Journeyperson 55.00 59.00 61.00 67.50 75.50
Hiring Hall Apprentices 40.50 44.50 45.00 52.50 58.00
Hiring Hall Meter Reader 47.50 46.00 41.50 45.00 46.50
Students 27.50 25.50 30.50 34.50 41.50
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B 2004 2005 2006 2007 2008
STATIONS
Electrical Maintenance 108.50 103.50 97.00 107.00 118.00
Mechanical Maintenance 105.50 100.50 99.00 111.00 121.50
Civil Maintenance 104.50 99.50 87.00 105.50 117.00
MP2 / MP3 128.00 124.00 120.00 135.00 150.50
P&C (Tech) - PWU (Gr 65,66) 131.50 125.50 117.50 132.00 141.50
P&C (Technician) - PWU (Gr 64) 121.00 112.00 106.00 116.00 129.00
CMS Rigger 93.50 89.00 83.50 96.50 111.50
Clerk Grade 58 88.50 84.50 80.50 101.50 116.50
MP4 / MP5/ MP6 149.00 144.50 139.50 160.00 177.00
PWU (Grade 62, 63) 103.00 99.50 101.00 119.50 135.00
Hiring Hall Electrical Maintenance 63.50 67.00 70.00 71.50 79.00
Hiring Hall Labourer 51.50 55.00 57.50 67.00 74.50
Hiring Hall Apprentices 47.50 57.00 68.50 61.50 70.50
Hirig Hall Mechanical Maintenance | 63.50 67.00 70.00 71.50 81.00
Hiring Hall Civil Maintenance 62.00 65.50 66.50 67.50 75.00
Student 42.00 38.50 41,50 51.00 59.00
_ 2004 2005 2006 2007 2008
FORESTRY
Regional Maintainer Forestry 101.50 100.50 98.50 105.00 110.00
Forestry - UTS II 117.00 115.00 113.50 109.50 125.50
Forestry - UTS 1lI 109.50 108.00 106.50 119.50 117.00
Forestry Technician 106.00 105.00 101.00 102.50 105.50
Labourers 74.00 74.50 86.00 76.00 80.50
Hiring Hall Apprentices 49.00 58.00 58.50 54.00 55.00
Hiring Hall Labourer 39.50 46.50 50.00 48.00 53.00
Hiring Hall Elec Forester
Journyperson 52.00 60.00 62.50 58.50 64.50
Hiring Hall Senior Foreman 43.00 62.50 68.00 69.50 73.50
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B 2004 2005 2006 2007 2008
ENGINEERING
MCP 202.00 190.00 179.50 161.50 150.00
MP 1 97.50 91.50 83.50 101.00 98.00
MP 2 104.00 97.50 86.00 117.50 114.50
MP 3 111.00 104.00 97.50 131.50 128.50
MP 4 118.00 111.00 104.50 143.00 140.00
MP 5 126.00 118.50 120.00 162.50 159.00
MP 6 134.00 126.00 127.50 159.50 156.50
PWU GR 56 62.00 58.00 53.00 86.00 83.00
PWU GR 58 70.00 65.50 62.50 100.50 97.50
GR60/61 78.50 0.00 69.50 104.00 101.00
PWU GR 64 98.50 93.00 83.50 119.50 116.50
GR 65/66 111.00 0.00 88.00 130.50 127.00
CADD OP 61 73.00 75.00 71.50 97.00 94.50
CADD OP 63 93.00 84.00 82.50 112.50 109.50
CADD OP 66 111.00 100.00 96.00 124.50 121.50
NON REGULAR PWU 55.00 53.50 59.00 61.50 48.00
NON REGULAR CADD
OPERATOR 79.00 76.50 69.50 72.50 65.00
NON REGULAR M&P 113.50 110.00 100.00 85.50 73.00
} 2004 2005 2006 2007 2008
CONSTRUCTION
MP4 Scheduling 94.00 92.00 90.50 0.00 0.00
Grade 64 Scheduling Technician 78.50 77.00 73.50 0.00 0.00
BTU - Groundman 59.50 0.00 59.50 59.00 61.00
BTU - Lineman 59.00 0.00 62.00 59.00 61.00
BTU - Foreman 69.50 68.50 71.50 67.50 69.50
BTU - Labourer 51.50 50.50 53.00 56.00 57.50
BTU - Carpenter 54.00 53.00 55.50 58.50 60.00
BTU - Operator 55.50 54.00 52.50 58.00 59.50
BTU - Iron Worker 63.50 62.50 61.50 61.00 63.00
BTU - Electrician 61.00 59.50 61.00 58.00 60.00
BTU - Teamsters 58.50 57.00 54.00 58.00 59.50
NON REGULAR PWU 78.00 75.00 68.50 46.00 48.00
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Hydro One Networks Fleet Rates

Class | paseription 2004 2005 2006 2007 2008
Grouping
107 AUGER,UP TO 6' DIAMETER 75 65 75 100 102
118 UTILITY BOAT WITH INBOARD 20 35 35 55 56
119 WORK BOAT WITH INBOARD 40 40 40 55 56
139 LINE TENSIONER 20 20 30 50 51
141 LINE TENSIONER QUAD 2.5 TON 20 20 20 20 20
146 TRUCK MTD LINE PULLER TENSIONER | 20 20 20 20 20
148 QUAD REEL STANDS 20 20 20 20 20
LINE PULLER TENSIONER,TRL MTD 11-
149 20# 20 20 20 50 50
280 ALL TERRAIN CRANE 96 98
282 ROUGH TERRAIN CRANE 21-35 TON 80 84
285 ALL TERRAIN CRANE 100 100
340 DIESEL GENERATOR 5 5 5 5 5
SELF PROPELLED WORK PLATFORM
396 >=25 20 20 20 20 21
581 FELLER BUNCHER 100 15 15 28
594 MUSKEG TRACTOR 4 TON PAYLOAD 30 25 25 22 23
596 MUSKEG TRAILER 8 TON PAYLOAD 1 1 1 10 10
597 MUSKEG WITH RBD 125 110 150 153
598 MUSKEG WITH RBD (834) 55 55 55 86 88
607 BAKHO TRACTOR 20 10 15 15 15
629 ALL TERRAIN VEHICLE 8 8 8 8 8
FARM TRCT DSC MASSEY FERGUSON.
641 3600 55 55 55 55 55
642 FARM TRACTOR 70 HP 35 40 40 32 32
653 TRACKED VEHICLE 4 TON PAYLOAD 35 30 25 25 38
655 MUSKEG WITH AD (827) 90 90 100 125 141
658 CRAWLER LOADER 2 1/4 TO 4 CU YD 25 10 10 10 20
659 TRACKED CRAWLER/CARRIER 50 55 55 70 71
666 TRACKED CRAWLER 100 TO 120 HP 55 55 55 70 71
672 TRACKED CRAWLER 120 TO 150 HP 35 25 25 25 25
688 RUBBER TIRED TRACTOR WITH BAKHO | 25 20 20 20 31
689 FARM TRACTOR WITH ATTACHMENTS | 15 20 20 16 16
690 LOADER TRACTOR 10 10 10 15 15
693 TIMBERJACK/TREE FARMER 50 50 40 58 59
694 TREE FARMER(PHASING OUT) 20 50 50 45 45
696 BRUSH CUTTER RUBBER TIRED 59 60 60 54 54
697 TRACTOR MERI CRUSHER-LIGHT 50 50 80 102 104
698 FELLER BUNCHER TIMBERJACK 608S 90 110 110 110 110
699 SWING GRAPPLE TRACK SKIDDER 85 85 85
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Class | peseription 2004 | 2005 | 2006 |2007 | 2008
Grouping
702 TRACTOR FORKLIFT 12 12 12 14 15
845 INTERMEDIATE CAR 6 5 6 7 7
860 PERSONNEL CARRIER MISC 14 14 12 12 13
880 MISC VAN 20 15 15 11 12
881 CARGO VAN/PERS CARRIER 5-8 PASS 8 7 7 7 7
886 VAN W/25' AERIAL LADDER 20 15 15 15 19
890 PICKUP MISC 12 14 12 12 12
900 MISC SERVICE TRUCK 20 20 20 20 20
904 SERVICE TRUCK WITH AD (821) 20 10 20 20 34
907 SERVICE TRUCK WITH AD 50 45 40 50 45
913 14' STAKE TRUCK 20 15 20 21 21
916 STAKE TRUCK WITH RBD (831) 55 44 45 44 45
918 STAKE TRUCK W/ART CRANE 30 24 20 25 39
919 STAKE TRUCK WITH CRANE/RBD 40 25 39
920 FORESTRY TRUCK MISC 14 25 25 30 51
925 FORESTRY TRUCK WITH AD (822) 48 48 50 60 50
930 LINE MTNC TRUCK WITH 826 85 75 76 77
931 LINE MNTC TRUCK WITH 200ft AD 260 260 255 251 253
932 LINE MTNC TRUCK WITH AD 65 65 50 60 63
938 LINE MTNC TRUCK WITH RBD (832) 60 60 60 60 63
TRUCK TRACTOR WI/SLIDING 5TH
950 WHEEL 55 55 55 55 51
960 MISC 17 15 18 20 29
975 HOUSE TRAILER 2 5 5 5
976 HORSE VAN TRAILER 5 5 5
977 TRAILER, OIL FILTRATION 12 10 15 15 20
985 UTILITY TRAILER 11800 KG 7 7 7 7 12
986 LOW BED UTIL TRAILER 13-29 TON 11 11 12 12 17
988 LOW BED TRAILER 40 TO 50 TON 24 30 26 26 35
990 STORAGE TANK TRAILER 12 12 12 12 20
994 LOW BED FLOAT TRAILER 100 TON 18 5 7 7 11
995 TRAILER, DEGASSIFIER 10 5 5 5 13
A STAR HELICOPTER 1,400 | 1,400 |1,400 |1,500 | 1,550
LONG RANGER HELICOPTER 1,200 |1200 |1,200 |1,300 |1,350
Material Surcharge Rates
2004 2005 2006 2007 2008
Forestry 10% 10% 10% 10% 10%
Lines 16% 16% 12% 12% 14%
E&CS 5% 5% 5% 5% 5%
Stations 6% 5% 5% 5% 5%
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Year-over-year variances in the material surcharge and loaded labour and equipment
rates are explained by the following:

Labour:
A more challenging work program, and increased health and safety and regulatory
requirements, have demanded increased supervisory, compliance and support staff.

Fleet
Generally our Fleet rates have remained constant over the 2004 - 2008 period. Some
fluctuations have occurred because of the following:
1) a new class was created with no historical data;
2) a decision was made to keep older equipment rather than relegating them to surplus;
3) a minimal number of units per class (in some cases only one) have led to cost
fluctuations year over year;
4) the utilization hours of equipment changes year over year.

Material Surcharge

Rates have remained relatively constant over the 2004 - 2008 period. While costs have
increased in the Supply Chain Services function, an increase in purchase volume (the
allocation driver) has allowed us to keep the rates at a consistent level.
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School Energy Coalition (SEC) INTERROGATORY #27 List 1

Interrogatory

Within shared services, Finance costs increase from $22.3 million in 2006 to $26.9
million by 2008. The evidence [at C1/2/6, pg. 9] explains the increase as follows:

The increase in costs in 2004 - 2008 are primarily attributed to the costs of complying
with the requirements of Bill 198 on a continuing basis, as well as increased work
requirements related to the Securities Commission and Provincial Audit issues.

a. Please provide a more detailed explanation for the increase in Finance costs.
Specifically, what are the costs of complying with Bill 198 and what are the
increased work requirements related to Securities Commission and Provincial
audit issues. Please provide a breakdown of the additional costs from 2006 to
2008 including incremental staffing costs and external costs.

Response

The increase in Finance costs is primarily attributable to implementing new requirements
associated with external changes in securities regulation related to internal control over
financial reporting as well as the decision by the Canadian Accounting Standards Board
(AcSB) to transition the accounting and reporting of publicly accountable enterprises to
international financial reporting standards (IFRS).

These efforts to respond to emerging external requirements have increased the work load
throughout Hydro One Networks, particularly within the Finance area. The compliance,
financial reporting and regulatory finance units in the corporate finance function have
seen the bulk of the increased workload. As a result, the Finance area has increased its
staff between 2006 and 2008 and the associated labour and miscellaneous costs (e.g.
material and supply costs) have increased. The costs of complying with the requirements
in 2007 were approximately $1.8M and in 2008 are approximately $2.5M.

Bill 198 and Provincial Auditor

As Hydro One is a public securities filer, the passing of Bill 198, which is similar to the
U.S. Sarbanes - Oxley Act, has required that the Company carry out extensive non-
discretionary work to document and test internal controls to an extent that allows the
CEO and CFO to certify the accuracy of Hydro One’s publicly filed financial reports.
These efforts, which are aimed at improving the quality and reliability of financial
reporting and ensuring investor confidence in the integrity of the capital markets, have
enhance already strong internal controls. In addition, Finance staff support the
Company’s response to the recommendations of the Provincial Auditor, again with a
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resulting enhancement of internal control and increase in the stewardship of the
Company’s assets.

Specific to the Bill 198 initiative, resources are required to: assist with the execution and
monitoring of the internal control plan; assist with the centralization, review,
maintenance and archiving of policies and procedures on the internet; co-ordinate
training across the organization on policies, procedures and processes; continue training
efforts on the approvals process; lead the review of controls and processes over key areas
such as miscellaneous revenues and receivables, procurement (including order desk),
fixed assets, projects and programs, including variance approvals, inventory, and payroll;
assist with the review of Inergi internal controls (i.e. SAS70 reports), including the
updating of the Bill 198 flow charts to ensure user control considerations are functioning
and fully documented.

Transition to IFRS

The AcSB has decided to require that publicly accountable enterprises transition from
Canadian generally accepted accounting principles (based on the CICA Handbook’s
recommendations) to IFRS by 2011. Compliance with this requirement, again to meet the
Company’s obligations as a public securities filer, will require a major effort by
Corporate Finance and other staff across the Company. The transition to IFRS will be
highly complex and will require a detailed review of the accounting for each component
of the financial statements. This will involve reassessment of the underlying accounting
policies and procedures, review of the transactional accounting practices, and derivation
of appropriate financial statement presentation and disclosure practices. There is also a
requirement to integrate IFRS with the requirements of other internal and external
stakeholders, to determine and implement system requirements, educate staff and ensure
appropriate integration with existing regulatory accounting and Bill 198 control
processes.
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School Energy Coalition (SEC) INTERROGATORY #28 List 1

Interrogatory

Ref: A/8/3, pg. 7: Affiliate Services- Please explain the increase in fees, from $6.4
million in 2006 to $9 million on 2008 (a 40% increase in two years), paid by HON to
Hydro One Telecom for Telecommunications Services.

Response

The increase is due to a number of factors, the most significant being the inclusion of
costs related to labour and pension adjustments which Hydro One Telecom had
previously absorbed and not passed on to Hydro One Networks. Other increases are due
to costs associated with addressing NERC requirements; upgrading analog systems to
digital; sustainment costs for new services added such as Virtual Private Network
(VPN), Anti-Spam, and Bill 198 requirements; and upgrades to operating system
support..
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School Energy Coalition (SEC) INTERROGATORY #29 List 1

Interrogatory

Ref: A/8/3: Affiliate Services- Please explain the nature of telecommunications services
provided by HON to Hydro One Telecom (in the amount of $195,000 in 2008, as per
A/8/3, pg. 5, Table 1)

Response

Hydro One Networks provides the following services to Hydro One Telecom:
e Management of Telecom Services
e Data backbone, assets and lines for all users
e Voice backbone, assets and lines for all users
e Repairs, adds, and changes to telephones
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School Energy Coalition (SEC) INTERROGATORY #30 List 1

Interrogatory

Ref: A/8/3, Affiliate Services

a. Appendix “A” (Hydro One Inc. service provision to Networks, Telecom, etc.), pg.
8: Please provide a breakdown of the $4.1 million in “President/CEO/Chairman
Services” provided by Hydro One Inc. to Hydro One Networks in 2007.

b. A/8/3, Appendix “B” (Networks service provision to HONI, Telecom, etc.):

Response

Please provide details of the $180,000 in General Counsel and
Financial Services provided by Networks to HONI;
Please provide details, including quantum and how costs is
determined, of the $1.685 million in services provided by
Networks to Telecom.
Please provide a copy of Hydro One Telecom’s 2007 financial

statements.

a) Details of “President/CEO/Chairman Services” provided by Hydro One Inc. to

Hydro One Networks in 2007:

Assignment
HYDRO ONE COST and Allocation
DISTRIBUTION MODEL of Dollars by
Activity
Function .
Group or Activities Performed Cost Driver $ Activity 2007 Transmission Distribution
. Budget
Service
HOI Chair Overall Assignment of
Time Non-energy
Rev_Assets Blend 301,000 165,813 115,622
General departmental
expenses Non-energy
Rev_Assets Blend 25,000 14,109 9.838
HOI Board Overall Assignment of
Time Non-energy 0
Rev_Assets Blend
Audit Fee
Total
Revenue_Assets 697,529 324,253 373,276

Blend XBXTXR
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Assignment
HYDRO ONE COST and Allocation
DISTRIBUTION MODEL of Dollars by
Activity
General departmental Non-energy 577.471 325,892 227246
expenses Rev_Assets Blend
President/ | Establish performance
HOI CEO targets for safety, customer | All Direct 107,700 58,158 47,388
Office service, reliability
Provide strategic direction
and manage the company
to meet the targets of All Direct 430,800 232,632 189,552
safety, customer service,
reliability
Develop and maintain
relationships with major | ey 430,800 232,632 189,552
customers and customer
groups
Develop and maintain
relationships with All Direct 430,800 232,632 189,552
regulators, shareholder,
lenders
Monitor, assess and
remediate risksto All Direct 215,400 116,316 94,776
operational and financial
performance
Influence / Ensure
company can adapt to
changing regulatory All Direct 430,800 232,632 189,552
framework and economic
conditions
Plan for management All Direct 107,700 58,158 47,388
succession
General departmental Pres_CEOQ Dept. 421,000 227,340 185,240
expenses Labor (Internal)
Total 2,220,567 1,858,982
b)
I. Details of 2007 General Counsel and Financial Services provided by Networks to
HONI:
HYDRO ONE COST DISTRIBUTION
MODEL
. $ Activity
Group Functl(_)n Activities Performed Cost Driver 2007 Share-holder
or Service Only
Budget
Finance Taxation C_o_mpllance activities including tax OperMaint Exp_Assets Blend 636,363 1,443
filings and audits
Tax Planning OperMaint Exp_Assets Blend 318,903 -
Support Debt issuance Total Debt 12,987 -
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HYDRO ONE COST DISTRIBUTION
MODEL
Special Projects OperMaint Exp_Assets Blend 25,974 -
Support regulatory filings GC_Reg Dept. Labor (Internal) 18,759 -
Support Construction activities Capital Expenditures 20,202 -
Other departmental activities Tax Dept. Labor (Internal) 409,812 -
Tax Consultants Tax Dept. Labor (Internal) 150,000 209
General departmental expenses Tax Dept. Labor (Internal) 70,000 98
- Financial A .
Finance Strategy Support Regulatory Activities All Direct 178,400 -
Support Business Activities All Direct 89,200 -
Special Projects All Direct 178,400 -
Decision support for lines of . )
business All Direct 1,070,400
DSM All Direct 178,400 -
Ontario Hydro Energy All Direct 89,200 89,200
General departmental expenses Fin_Strat Dept. Labor (Internal) 300,000 15,000
Internal
Finance Audit & Audits IntAudit TD Audits (Internal) 1,919,130 -
Risk Mgmt
Purchasing Oper Maint Cap 189,210 -
IMIT Fin_IMIT Dept. Labor (Internal) 324,360 240
Human Resources HR Dept. Labor (Internal) 27,030 -
Finance Finance Labor Costs (Internal) 216,240 1,193
Customers Total Revenue 27,030 -
General departmental expenses IntAudit Dept. Labor (Internal) 80,000 42
Info Mgmt Support to backbone, PCs and
Finance & Info applications; Support internal Workstations 1,139,673 -
Technology | telecommunications
Develop systems required by
operating busme;ses to meet Asset Manager 446,706 )
changes in technical, operating and
regulatory requirements
SUPPF’T LAsset Mgnagement Asset Manager 773,145 -
activities and projects
Sup_port Finance activities and Finance Labor Costs (Internal) 750,237 4,140
projects
Provide operational support for
Transmission and Distribution Asset Manager 91,632 -
activities
Manage IT capital projects and IT Inergi IT (Internal) 1,672,284 )
strategy
Support Inergi operations Inergi IT (Internal) 721,602 -
Other departmental activities Fin_IMIT Dept. Labor (Internal) 131,721 97
General departmental expenses Fin_IMIT Dept. Labor (Internal) 334,000 247
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HYDRO ONE COST DISTRIBUTION
MODEL
General . .
Counsel Law Overall Assignment of Time Non-energy Rev_Assets Blend 5,011,000 50,110
Consultants and External Legal GC_Law Dept. Labor (Internal) | 1,671,429 16,714
Counsel
General departmental expenses GC_Law Dept. Labor (Internal) 128,571 1,286
Total 180,020
i) Details of 2007 services provided by Networks to Telecom:
HYDRO ONE COST DISTRIBUTION
MODEL
Group Functlc_)n Activities Performed Cost Driver $ Activity 2007 Telecom
or Service Budget
Corp. Human Administer Compensation & Benefits ETEs 418,760 5175
Services Resources Programs
Decision support FTEs 518,060 6,402
St_affing & Lead_ership— Recruitment, FTEs 694,340 8,581
Hiring, Succession
Administer Pension Plan FTEs 727,440 8,990
Administer Inergi HR Inergi HR (Internal) 209,380 2,588
Consyltlng support to LOBs and corporate FTEs 2,128,600 26,306
functions
Director HR Dept. Labor 372,420 4,602
(Internal)
Corp. Labour Advice, guidance and training to LOBs
Services Relations under the Collective Agreements FTEs 602,000 7,440
Negotiate with Bargaining Units FTEs 181,450 2,242
Participate in grievance and arbitration FTEs 485,150 5,996
filings
Participate in OLRB hearings FTEs 120,400 1,488
Internal vacancy management FTEs 0 -
Corp. Communic | Provide communications support for )
Services ations corporate safety program & activities FTEs 427,700
Provide communications support for Direct Dx 1,119,050 )
customer information requirements
Provide Media Program for Community
Info & Employee Contributions FTEs 1,570,400 )
Provide Support for Shareholder and .
External Stakeholder Relationships Total Capital 855,400 )
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HYDRO ONE COST DISTRIBUTION
MODEL
Prov!de Support to CDM and Other Direct Dx 276,350 )
Special Programs
Provide other internal communications ETEs 427,700 -
support
Other departmental activities glc;r:]-gnergy Rev_Assets 850,400 7,762
General departmental expenses CorpComm Dept. Labor 0 -
(Internal)
Support customer strategy, rate strategy, )
Exter_nal Exter_n al distribution generation strategy, Non-energy Rev_Assets 1,004,513 -
Relations Relations - : Blend
benchmarking, external relations
Develop working relationships with Non-energy Rev_Assets
256,487 -
customers, regulators, shareholder, lenders | Blend
General departmental expenses Strategic Dept. Labor 138,000 -
(Internal)
Corp_. Corpo_rate Provide Security Services for Company Assets 2,291,000 11,882
Services Security Assets
Corp. Supply Manage warehouse facilities (incl. Oper Maint Cap
A Mgmt 2,500,000 -
Services . Inventory management) XBXTxR
Services
T Oper Maint Cap
Warehouse (Provincial lines) YBXTXR 3,000,000 -
. . s Oper Maint Cap )
Strategic Sourcing Initiative XBXTXR 31,250
Supervise Inergi- SMS Inergi SMS (Internal) 125,000 2,102
. Oper Maint Cap
Transportation YBXTXR 4,000,000 -
Gross utility plant
Investment Recovery YBXTXR 200,000 -
Inergi Inspection Project Inergi SMS (Internal) 1,200,000 -
Other departmental activities Oper Maint Cap 93,750 -
XBXTxR
Purchasing Oper Maint Cap xB 5,051,093 115,619
Transportation Oper Maint Cap xB 189,416 4,336
. Gross utility plant
Asset disposal and Investment recovery XBXTXR 378,832 -
Strategic Sourcing Initiative Oper Maint Cap xBxT 883,941 -
Support management of warehouse Total Assets XBXTXR 631,387 :
facilities
Other departmental activities Inergi SMS (Internal) 675,331 -
Corporate
Corp. - . Corp Svcs Group
Services giz/rglces Manage all Corp Services Departments (Internal) 1,075,000 4,294
Finance Corporate Accting poIl(_:les; Egternal reports; Non-energy Rev_Assets 1,541,475 18,135
Controller External audit / review Blend
Business Plan (incl. Financial Modeling & )
Analysis); Internal reports; Year-end glc;r:]gnergy Rev_Assets 1,178,775 16,322
projections
Regulatory Finance Activities GC_Reg Dept. Labor 770,738 6,045
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HYDRO ONE COST DISTRIBUTION

MODEL

(Internal)

Manage Inergi- General and Inergi-

Inergi Finance_Total

Finance contract Blend (Internal) 0 )
Revenue analysis and reporting Total Revenue 438,263 -
Monitor and support Fl_nanmal systems Total Revenue_Assets 1,027,650 18,135
and Corporate accounting Blend

Internal controls 'Bl'cl);ﬁldRevenue_Assets 408,038 10,579

. Contr. Dept. Labor

Other departmental activities (Internal) 680,063 4,679
Actuarial consultants FTEs 750,000 9,269
Consultants- Bill 198 (Canadian SOX) Total Revenue_Assets 0 )
compliance Blend

General departmental expenses Contr. Dept. Labor 200,000 2,580

(Internal)

Finance Treasury L!qU|d!ty M'anagement, Debt Issuance and Insurance Costs xB 208,800 2,544
Financial Risk Management
Insurance- Claims Non-energy Rev_Assets 3,112,308 35,679

Blend xB
Fiduciary insurance policy FTEs 55,091 681
IT Costs Total Capital 0 -
General departmental expenses Fin_Treas Dept. Labor 527,801 6,380
(Internal)

Finance Taxation Comphgnce activities including tax filings | OperMaint Exp_Assets 636,363 47,811
and audits Blend
Tax Planning OperMaint Exp_Assets 318,903 12,087

Blend
Support Debt issuance Total Debt 12,987 179
Special Projects OperMaint Exp_Assets 25,974 -
Blend
- GC_Reg Dept. Labor )
Support regulatory filings (Internal) 18,759
Support Construction activities Capital Expenditures 20,202 -
Other departmental activities Tax Dept. Labor 409,812 -
(Internal)
Tax Dept. Labor
Tax Consultants (Internal) 150,000 8,853
Tax Dept. Labor
General departmental expenses (Internal) 70,000 4,131
- Financial R .

Finance Strategy Support Regulatory Activities All Direct 178,400 -
Support Business Activities All Direct 89,200 -
Special Projects All Direct 178,400 -
Decision support for lines of business All Direct 1,070,400 53,520
DSM All Direct 178,400 -
Ontario Hydro Energy All Direct 89,200 -
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HYDRO ONE COST DISTRIBUTION
MODEL
General departmental expenses (Fllr?tEfr:;?; Dept. Labor 300,000 9,000
Internal . .
Finance | Audit& | Audits z?rﬁ'{‘e‘r’g;tl)m Audits 1,919,130 54,060
Risk Mgmt
Purchasing Oper Maint Cap 189,210 4,217
IMIT Fin_IMIT Dept. Labor 324,360 2,888
(Internal)
Human Resources grie?r?glt). Labor 27,030 334
Finance Finance Labor Costs 216,240 3,776
(Internal)
Customers Total Revenue 27,030 206
General departmental expenses ém’g:g;tl)mpt' Labor 80,000 1,938
Info Mgmt Support to backbone, PCs and
Finance & Info applications; Support internal Workstations 1,139,673 13,078
Technology | telecommunications
Develop systems required by operating
businesses to meet changes in technical, Asset Manager 446,706 -
operating and regulatory requirements
Support Asset Management activities and Asset Manager 773.145 )
projects 4 '
Support Finance activities and projects (Fll:ti?ﬁ;;‘ abor Costs 750,237 13,099
Provide operational support for )
Transmission and Distribution activities Asset Manager 91,632
Manage IT capital projects and IT strategy | Inergi IT (Internal) 1,672,284 16,516
Support Inergi operations Inergi IT (Internal) 721,602 7,127
Other departmental activities Z',?tgm.; Dept. Labor 131,721 1,173
General departmental expenses (Fllr?tglrg/zlill-)r Dept. Labor 334,000 2,974
General Law Overall Assignment of Time Non-energy Rev_Assets 5,011,000 50,110
Counsel Blend
Consultants and External Legal Counsel GC_Law Dept. Labor 1,671,429 16,714
(Internal)
General departmental expenses GC_Law Dept. Labor 128,571 1,286
(Internal)
;’elegom Tele(;om Management of Telecoms Services Telecom Services 3,178,000 37,812
ervices Services
LI?Saet:isbackbone, assets and lines for all Workstations 4,832,030 55,450
L/Sc:r(;e backbone, assets and lines for all Telephones 3,849,400 46,678
Repairs, adds, changes to telephones Telephones 5,102,800 61,877
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HYDRO ONE COST DISTRIBUTION
MODEL
ETS -
Inergi Application | Support CSO Applications Inergi CSO (Internal) 6,732,405 -
s Support
Support Finance Applications Inergi Finance (Internal) 4,488,270 113,135
Support HR Applications Inergi HR (Internal) 3,590,616 44,373
Support Passport Applications ProgramProjectCosts 3,141,789 -
Support Market Ready Applications Market Ready 7,142,298 -
Support Telecommunications
Infrastructure Telephones 1,346,481 16,328
ETS -
Infra-
Inergi structure Supply Management Services Inergi SMS (Internal) 3,477,265 58,463
Svc. / Misc.
Apps
Direct Assignments All Direct 1,014,964 -
Non-energy
General Infrastructure Support Rev_Workstations 21,090,911 281,511
Blend xB
Customer
Inergi Support Inbound calls / correspondence All Direct 21,549,402 -
Operations
Bill Production All Direct 9,500,274 -
Data Services- Tlmegheets for field All Direct 3,089,520 )
personnel, Tx operations
CSO Support- Management; Training,
Communications, Support; Application All Direct 4,479,804 -
support Business Analysts
Inergi Settlements | Wholesale and Retail Settlements All Direct 3,000,000 -
Inergi Finance Accounts Payable processing Invoices To Vendors 1,828,262 61,719
. . Other Bills To
Accounts Receivable processing Customers 1,367,043 105,988
Fixed Assets processing Gross utility plant xB 655,035 4,072
Corporgte accounting, Budgeting, Non-energy Rev_Assets 5,387,497 61,761
Analysis Blend xB
Pension support FTEs 53,193 657
Inergi Corp. Finance Inergi Total (Internal) 1,038,970 8,923
Inergi ';R s Pay Payroll Services and Recordkeepping FTEs 3,481,000 43,019
ervices
Total 1,684,572
iii) Hydro One Telecom’s 2007 financial statements are outside the scope of this

proceeding.
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1 School Energy Coalition (SEC) INTERROGATORY #31 List 1
2
3 Interrogatory
4
5  Ref: C1/T3/S2/pg 1 of 11
6 a. Please complete the following table, and also provide similar results for 2004-2007.
.
2008 Test HC | Over | Base | Overtime | Incentive | Other | Total Avg Avg Incentive
Year time | ($M) | ($M) ($M) ($M) | Wages | Overtime | Base Pay as %
(Hr) (M) Pay Pay of Base
($/Hr) ($/HC)
PWU
Society
Managemen
t
Total
Regular,
PWU
Society
Managemen
t
Total
Temporary
Casual
Workers
Contract (to provide rates by type or work program or skill sets
Staff
Total $406. | $72.1 $8.5 $21 | $508
4
8
9 Response

10

11 See attached table (Attachment A).

12

13 As noted at Exhibit C1, Tab 3, Schedule 1, Page 1, “Hydro One utilizes a work-based
14 approach to staffing, whereby the Company resources according to work programs rather
15 than plans the work around the number of internal resources available”. Consequently,
16 the requested information for the forecast year 2008 is not available by employee group
17 but is provided in total.

18




®)

2004

REPRESENTATION TOTAL NO. EMPLYS TOTAL WAGES Base Pay Overtime Hours Worked Overtime(Incl Premium) Incentive Other Average Overtime Pay $/hr Average Base Pay Incentive as % of Base

PWU-Reg 2681 230,045,641 178,218,409 644,413 39,305,550 6,459,964 6,061,718 60.99 66,475 3.62%

SOCIETY-Reg 878 82,198,171 74,053,545 83,556 6,142,453 170,421 1,831,752 73.51 84,343 0.23%

MCP-Reg 282 36,784,377 29,215,362 666 54,255 5,680,469 1,834,291 81.46 103,601 19.44%

Total Regular 3841 349,028,188 281,487,316 728,635 45,502,257 12,310,854 9,727,761 62.45 73,285

PWU-Temp 89 2,865,597 2,791,567 3,567 171,011 5,127 -102,108 47.95 31,366 0.18%

SOCIETY-Temp 57 2,898,013 2,897,882 1,474 87,696 0 -87,565 59.49 50,840 0.00%

MCP-Temp 5 119,859 120,134 22 561 0 -837 26.09 24,027 0.00%

Total Temp 151 5,883,469 5,809,583 5,062 259,267 5,127 -190,509 51.22 38,474

CASUAL 881 49,320,165 36,435,452 141,728 7,441,792 0 5,442,921 52.51 41,357 0.00%
TOTAL 4,873 404,231,822 323,732,351 875,425 53,203,316 12,315,981 14,980,173

2005

REPRESENTATION TOTAL NO. EMPLYS TOTAL WAGES Base Pay Overtime Hours Worked Overtime(Incl Premium) _Incentive Other Average Overtime Pay Average Base Pay Incentive as % of Base

PWU-Reg 2741 237,735,189 188,352,797 653,403 40,981,168 2,658,425 5,742,799 62.72 68,717 1.41%

SOCIETY-Reg 851 57,430,393 52,036,315 31,994 2,409,218 47,424 2,937,437 75.30 61,147 0.09%

MCP-Reg 312 41,021,983 32,331,641 1,926 144,251 5,676,201 2,869,889 74.88 103,627 17.56%

Total Regular 3,904 336,187,565 272,720,753 687,323 43,534,637 8,382,050 11,550,125 63.34 69,857

PWU-Temp 58 1,876,779 1,745,586 3,186 158,682 2,610 -30,099 49.81 30,096 0.15%

SOCIETY-Temp 31 1,507,881 1,434,783 552 31,546 0 41,552 57.20 46,283 0.00%

MCP-Temp 10 315,086 305,778 92 3,507 0 5,800 38.08 30,578 0.00%

Total Temp 99 3,699,746 3,486,147 3,829 193,735 2,610 17,254 50.60

CASUAL 1075 57,999,463 44,925,186 138,361 6,917,500 0 6,156,777 50.00 41,791 0.00%
TOTAL 5,078 397,886,774 321,132,086 829,514 50,645,872 8,384,660 17,724,155

2006

REPRESENTATION TOTAL NO. EMPLYS TOTAL WAGES Base Pay Overtime Hours Worked Overtime(Incl Premium) _Incentive Other Average Overtime Pay Average Base Pay Incentive as % of Base

PWU-Reg 2862 262,294,356 202,358,005 817,428 53,457,558 4,200 6,474,593 65.40 70,705 0.00%

SOCIETY-Reg 687 65,175,105 62,356,208 18,056 1,466,238 0 1,352,659 81.20 90,766 0.00%

MCP-Reg 469 59,489,433 49,471,987 703 55,767 4,397,964 5,563,716 79.33 105,484 8.89%

Total Regular 4,018 386,958,894 314,186,200 836,187 54,979,563 4,402,164 13,390,968 65.75 78,195

PWU-Temp 110 2,509,937 2,582,255 1,869 111,845 0 -184,162 59.86 23,475 0.00%

SOCIETY-Temp 45 1,269,193 1,336,917 238 19,831 0 -87,555 83.50 29,709 0.00%

MCP-Temp 7 218,523 215,324 26 1,165 0 2,035 45.67 30,761 0.00%

Total Temp 162 3,997,654 4,134,495 2,132 132,840 0 -269,682 62.32

CASUAL 1121 68,368,828 49,638,768 217,109 11,375,466 0 7,354,595 52.40 44,281 0.00%
TOTAL 5,301 459,325,376 367,959,463 1,055,427 66,487,869 4,402,164 20,475,881

2007

REPRESENTATION TOTAL NO. EMPLYS TOTAL WAGES Base Pay Overtime Hours Worked Overtime(Incl Premium) _Incentive Other Average Overtime Pay Average Base Pay Incentive as % of Base

PWU-Reg 3,084 276,571,977 226,331,027 720,130.55 48,126,236 500 2,114,215 66.83 73,389 0.00%

SOCIETY-Reg 712 67,398,484 65,268,684 29,058.80 2,332,197 6,500 -208,898 80.26 91,670 0.01%

MCP-Reg 516 67,420,494 56,665,378 799.50 63,511 6,636,752 4,054,852 79.44 109,817 11.71%

Total Regular 4,312 411,390,956 348,265,090 749,988.85 50,521,944 6,643,752 5,960,170 67.36 80,766

PWU-Temp 143 2,826,419 3,116,973 1,060.25 50,825 0 -341,379 47.94 21,797 0.00%

SOCIETY-Temp 92 3,019,335 3,350,706 303.00 19,862 0 -351,234 65.55 36,421 0.00%

MCP-Temp 8 297,149 290,565 0.00 0 0 6,584 0.00 36,321 0.00%

Total Temp 243 6,142,903 6,758,244 1,363.25 70,687 -686,029 51.85 27,812

CASUAL 1338 77,992,251 59,693,098 189,603 10,343,821 0.00 7,955,332 54.56 44,614 0.00%
TOTAL 5,893 495,526,109 414,716,432 940,955 60,936,452 6,643,752 13,229,473

2008

REPRESENTATION TOTAL NO. EMPLYS TOTAL WAGES Base Pay Overtime Hours Worked Overtime(Incl Premium) _Incentive Other Average Overtime Pay Average Base Pay Incentive as % of Base

PWU Reg

SOCIETY Reg

MCP Reg

Total Reg

PWU Temp

Society Temp

MCP Temp

Total Temp

CASUAL

TOTAL 7079 580,700,000 475,500,000 72,100,000 8,500,000 24,600,000 67,171 1.79%

Note: Average Base Pay for Non-Regular employees are not meaningful because the period of employment could be significantly less than 1 year.
Other includes: Travel time, vacation bonus, unused vacation days paid out, standby allowance, shift allowances, vacation pay on termination, sick leave pay
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School Energy Coalition (SEC) INTERROGATORY #32 List 1

Interrogatory
Ref: C1/T4/S1/pg 1 of 9, Costing of Work

a. Please provide Hydro One’s standard material surcharge, loaded labour and

equipment rates, for the period 2004-2008, and explain the year over year
variation.

Response

Please see the Interrogatory response at Exhibit H, Tab 13, Schedule 26.
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School Energy Coalition (SEC) INTERROGATORY #33 List 1

Interrogatory

Ref: C2/3/1, pg. 3: Please explain the increase in incentive pay for Managers from an
average of $3,139 in 2006 to an average of $11,600 in 2008.

Response

Hydro One incentive payments for management staff are paid in January and are based
on performance in the preceding year. The chart reflects the incentive payments in the
year that the payments are received. For the 2006 calendar year a significant number of
new management staff were hired. Given these staff were new to management they did
not receive any incentive payments in 2006. This resulted in the 2006 incentive payment
being disproportionably low on a per capita basis. In 2008, the staff hired into
management in 2006 are eligible for incentive payment. This results in the increase in the
incentive payment in 2008.
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School Energy Coalition (SEC) INTERROGATORY #34 List 1

Interrogatory

The “Report of the Agency Review Panel on Phase | of Its Review of Ontario’s
Provincially-Owned Electricity Agencies”, the Agency Review Panel set out a number of
recommendations (at pg. 20-24 of the report) for determining executive pay at publicly-
owned electricity agencies in Ontario. Please explain what steps Hydro One has taken to
implement these recommendations.

Response

Hydro One has accepted the recommendations of the Arnett Panel regarding executive
compensation. The top five Executive positions at Hydro One will have their
compensation altered as the incumbents leave in order to follow the guidelines
recommended by the Arnett Panel. The target compensation for these positions was
arrived at following a compensation study consistent with the Arnett Panel
recommendations.

This study utilized a comparator group of 30 companies; 15 public sector and 15 private
sector, and comparisons were made with the 50% percentile of the Total Direct Cash of
these companies. Two positions - the CEO and General Counsel - have already had their
compensation reduced.

With respect to other recommendations made by the Arnett Panel:

1. "Perks" from senior executives compensation have been eliminated.

2. The Human Resources Committee of the Board does consist of members with
human resources compensation and finance expertise.

3. The compensation of our most senior executives is currently disclosed in our

Annual Information Form which is provided to the Canadian Securities
Administrators and published on the SEDAR website.

4. Hydro One reporting is consistent with the requirements of the Canadian
Securities Act. The Agency Review Panel recommendations assumed that certain
provisions of the Act would change in 2008, and that Hydro One should report in
a manner consistent with the changes. However, when the changes were not
approved, Hydro One reported against the existing requirements. If and when the
requirements change in 2009, Hydro One will report consistently against them.
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School Energy Coalition (SEC) INTERROGATORY #35 List 1

Interrogatory

Exhibit A/15/2, Attachment “B”: Hay Group benchmarking report. At pg. 7 of the report,
Hay Group explains the adjustment methodology used to adjust the wage rates of the
comparator companies to match the skill level of Hydro One’s job classifications. The
adjusted maximum hourly wage= the number of Hay Points for the comparator
company’s job times the wage rate per point. It appears from the example used that the
wage rate for the “Client” (i.e. the company that is the subject of the study) is not
adjusted, so that the Client’s unadjusted wage rate is compared to the comparator
company’s adjusted wage rate. Please explain.

Response

Under the methodology used to compare similar jobs to the client’s jobs (Hydro One),
only the comparator jobs require an adjustment to account for Hay point differences
amongst the matched jobs.

This adjustment is required since each comparator job has a different Hay point value —
in the example at page 7 of the Report, one job has a Hay point value in excess of the
Hydro One job and the 4 other examples have a Hay point value less than Hydro One’s
job. The ‘wage rate per Hay point assigned’ is multiplied by the client’s Hay point value
in order to make this adjustment (eg. ‘Participant A’ 0.107 Max Hrly Wage Rate Hay
Points Assigned x 510 Hydro One Hay Points= 54.61).
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1 School Energy Coalition (SEC) INTERROGATORY #36 List 1
2
3 Interrogatory
4
5 Exhibit A/15/2, Attachment “A” PA Consulting Benchmark Report
6
7 a. did PA Consulting use total OM&A (per customer, per line km, etc.) as a
8 benchmark? Why or why not?
9 b. If available, please provide the total OM&A per customer for Hydro One and the
10 comparator utilities.
11 c. PA says, at pg. 3-13, that the fact that Hydro One’s costs on a per customer basis

[y
N

are at the high end of the sample are the result of Hydro One’s low customer
density. However, at pg. 3-13, PA says that the comparator utilities were chosen
partially on the basis that they have customer densities of less than 30 customers
per square KM. Did PA compare Hydro One’s customer density to that of the
comparator utilities?

If so, please provide it.

e~ e e e O
© © N o U A~ W

20  Response

21

22 a. No, PA Consulting did not use total OM&A (per customer, per line km, etc) as a
23 benchmark. PA Consulting looked at specific operating and maintenance expenses
24 (O&M total) per customer, per line km, and per other normalizing variables as
25 benchmarks. O&M costs were included in the comparisons because these are a well
26 defined and significant component of the overall costs for a distribution company,
27 and a “standard” metric used in distribution benchmarking studies across the industry.
28 The benchmark excludes administrative and general expenses. The graphs showing
29 the results were provided as Appendix C to the PA report.

30

31 b. The charts below, taken from the Appendix to the PA report, provide the comparisons
32 using total O&M costs.

33
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3-yr Avg Dist Lines & Subs O&M Spending per Pole KM

HydroOne: Panel:
Value:  $1,604 Mean: $2,263
Quartile: Q2 || Quartile 1: $1534
Rank: 4| Quartile 2: $1978
Quartile 3: $2,617
Spending per Pole KM S
2
5,000 T
$ 5 =
$4,500 =
[
]
$4,000 —

$3,500

$3,000

$2,500

$2,000

$1,500 A

$1,000 A

$500 A

Company ID

C-5 H\

3-yr Avg Dist Lines & Subs O&M Spending per Gross Asset
Value

HydroOne: Panel:
Value:  $0.033 Mean: $0.031
Quartile: Q3 || Quartile 1: $0.025
Rank: 6 || Quartile 2: $0.033
Quartile 3: $0.036

Spending per Gross Asset Value

$0.050

$0.045
$0.040

$0.035

$0.030

$0.025 1
$0.020 1
$0.015 1
$0.010
$0.005

$0.000

Company ID

C-8 m

3 vear values are 2004-2006, 1 year values are 2006.
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3-yr Avg Dist Lines & Subs O&M Spending per MWh
Transported

HydroOne: Panel:
Value: $4.10 Mean: $351
Quartile: Q4 | [Quartile 1: $2.84
Rank: 5 || Quartile 2: $3.78
Quartile 3: $4.07

Spending per MWh Transported
$5.00

$4.50

$4.00 1

$3.50 A

$3.00 1

$2.50 1

$2.00

$1.50

$1.00

$0.50

$0.00

Company ID

C-11 m

3-yr Avg Dist Lines & Subs O&M Spending per Customer

HydroOne: Panel:

Value: $140 Mean: $95

Quartile: Q4 || Quartile 1: $77

Rank: 10 || Quartile 2: $92

Quartile 3: $111

Spending per Customer

$160 = T
3 o
@ @

$140

$120

$100

$80

$60 -

$20 -

$0

Company ID

““PA

3 vear values are 2004-2006, 1 vear values are 2006.

c. While it is true that the comparator companies were chosen because of their relatively
low density in comparison with other utilities across North America, even these
comparator companies have higher density than Hydro One, with one exception. The
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charts below show the density of the comparator utilities compared and Hydro One.
Hydro One is at the low end of the density spectrum on the basis of both customers
per circuit km and customers per square km.

Panel:
H . lean: 207
Customers Per Circuit KM 332;:?:2;5 o
Quartile 3: 153

Customers per Circuit KM

hol

350

1

—
Pl
1%

30.0 A

250 A

20.0

150 A

100

5.0 1

0.0 4

Company ID

270: 1-yr Customers per Sq KM

Panel:

Mean: 2404
Quartile 1: 42.23
Quartile 2: 12.32
Quartile 3: 349

Customers per Sq KM

80.00

[t}
N
o
N

70.00

60.00

50.00

40.00

30.00

20.00

10.00

0.00

Company ID
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School Energy Coalition (SEC) INTERROGATORY #37 List 1

Interrogatory

A/9/1, Attachment 2, pg. 10 (December 31, 2005 financial statements): please provide
details of any interest rate swap contracts Hydro One has entered into since 2005.

Response

Hydro One periodically uses interest rate swap contracts to manage interest rate risk.
Hydro One may enter into derivative agreements, such as forward start interest swap
agreements, to hedge against the effect of future interest rate movements on long-term
fixed rate borrowing requirements.

No interest rate swap agreements were entered into during 2006.

During August and September 2007 Hydro One entered into 10 year forward start interest
rate swap agreements having a total notional principal amount of $200 million. These
swap agreements were terminated in October 2007, at the time Hydro One actually
completed a 10 year debt issue.

During late 2007 and early 2008 Hydro One entered into 10 year forward start interest
rate swap agreements having a total notional principal amount of $200 million. These
swap agreements were terminated in March 2008, at the time Hydro One actually
completed a 10 year debt issue.
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School Energy Coalition (SEC) INTERROGATORY #38 List 1

Interrogatory

A/14/3, pg. 5: the evidence states, at line 11, that “Hydro One Distribution CDM plans,
which have a direct impact on distribution system energy demands” were taken into
consideration in developing Hydro One’s load forecast. Please provide more detail as to
how CDM activity was taken into account in Hydro One’s load forecast.

Response

As presented in Table 4 in page 20 of Exhibit A, Tab 14, Schedule 3, CDM activities are
treated as a reduction in load in Hydro One’s load forecast. Please note there was a typo
in Table 4. The 233 GWh in 2008 for embedded direct and LDC customers should be
333 GWh instead.



© 0 N o O b~ W N

I I ST T T e S e e S N S R S
N P © © © N o 0 b W N P O

Filed: April 4, 2008
EB-2007-0681
Exhibit H

Tab 13

Schedule 39

Page 1 of 1

School Energy Coalition (SEC) INTERROGATORY #39 List 1

Interrogatory

39. A/10/2, Management’s Discussion and Analysis 2007 Quarterly Report:
a. Please provide details of the $18 million in adjustments made to the PILS amount
shown in the 2006 financial statements [found at A/9/1, Attachment 3] and the
2006 utility income.
b. When was this adjustment made?

Response

a. Hydro One Networks recognized a tax benefit of approximately $14.5 million in
respect of the Company’s recovery of PIL’s relating to 1999-2001 following a
successful appeal allowing a deduction for certain overhead costs that had been
previously capitalized. The balance of approximately $3.5 million pertains to other
prior period tax benefits.

b. The $14.5 million capitalized overhead benefit was recognized in the first quarter of
2006 and the $3.5 million benefit was recognized in the third quarter.
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School Energy Coalition (SEC) INTERROGATORY #40 List 1

Interrogatory

Ref: C2/6/1, Attachment “A”, pg. 1: please explain the two adjustments to regulatory
income for Post Employment Benefits expense/payments.

Response

In computing taxable income, the OPEB costs expensed for financial statement purposes
are added back and the “actual” cash payments made are deducted.

Please refer to Exhibit C1, Tab 7, Schedule 1, page 3 lines 4 to 28, for an overview of the
process to arrive at taxable income.
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School Energy Coalition (SEC) INTERROGATORY #41 List 1

Interrogatory

A/2/1- the summary states that the revenue deficiency represents a distribution rate
impact of approximately 4%. Please prepare a schedule showing existing and proposed
fixed and variable distribution rates for typical residential (1,000kWh per month), small
commercial (15,000kWh per month), and large commercial (200kW demand) customers.

Response

The February 20, 2008 update of Exhibit A, Tab 2, Schedule 1, page 4, line 22, states that
the net distribution rate increase is less than 2.5%, not 4%.

For Legacy customers, the existing fixed and variable distribution rates for Residential,
small commercial and large commercial customers are shown in Exhibit G2, Tab 5,
Schedule 2, pages 7 to 12. The proposed 2008 fixed and variable rates are shown in
Exhibit G2, Tab 5, Schedule 1, pages 8 to 12.

For Acquired Residential customers, the existing fixed and variable distribution rates are
shown in Exhibit G2, Tab 2, Schedule 1, Table 1, pages 1 to 4. For Acquired small
commercial customers the existing fixed and variable distribution rates are shown in
Exhibit G2, Tab 2, Schedule 1, Table 2, pages 4 to 6. For Acquired large commercial
customers the existing fixed and variable distribution rates are shown in Exhibit G2, Tab
2, Schedule 1, Table 3, pages 6 to 9. The proposed 2008 fixed and variable rates are
shown in Exhibit G2, Tab 6 to Tab 93, Schedule 1.
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School Energy Coalition (SEC) INTERROGATORY #42 List 1

Interrogatory

A2/2/2, pg. 6: gross plant in 2006 was $129.6 million more than Board approved but
accumulated depreciation was $125.5 million more than Board approved.

Please explain why the variance in accumulated depreciation is so large relative to the
variance in gross plant.

Response

The variances in both gross plant and accumulated depreciation in 2006 were due
primarily to lower than forecast asset retirements.

The asset retirements in Hydro One Distribution’s 2006 rate filing were based on
implementation of the new depreciation methodology effective January 2006. As the
new methodology was not implemented until January 2007, the retirement of amortizable
assets that reached the end of their amortization period did not occur until 2007.
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School Energy Coalition (SEC) INTERROGATORY #43 List 1

Interrogatory

Ref: D1/T2/S1/pg 7 of 20, Rate Base — Asset Condition Summary

a. Out of Hydro One’s total 1.65 million poles, how many of them are wood poles?

b. Please provide the number of Distribution station and line assets that were
identified as “Poor” or “Very Poor”, for the period 2004-2008.

Summary of Priority 1 (P1) ACA Results — “Poor” or “Very Poor”.

2004 | 2005 2006 2007 | 2008
Stations | Transformers (total
transformers=1337,
regulators=140)
LAR, total station sites = 1-
34 (931 Dx Stations, 75
Regulating Stations, 28
Mobile Stations)
Lines Wood Poles (total poles =
1,650,000, to identify # of
wood poles
Other Pole & Pad Mounted
Transformers (total =
475,000)
Response
a. Over 98% of the pole population is made up of wood poles.
b. Please refer to the following table:
2004 2005 2006 2007 2008
Stations | Transformers 44 * 36 * *
LAR*** 452 * 50 * *
Lines Wood Poles 66,000 * 69,000 * *
Other Pole & Pad NA NA NA NA NA
Mounted
Transformers**
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* The system wide number of assets in the “Poor” and “Very Poor” category is not
derived on an annual basis, as there is no need to go through this exercise annually to
manage the program details. Work program replacements and maintenance are
established through detail ACA for the equipment in question and considering other
factors such as reliability, customer impacts, and safety.

** Pole & Pad Mounted Transformers are P3 assets defined as having low value and
low associated risk. As stated on page 4 of Exhibit D1, Tab 2, Schedule 1, these
assets are managed using routine programs at the field level and detailed asset
condition assessment data is unavailable.

***2004 results contain all sites that were found to exceed MOE guidelines for
agricultural and residential land-use. See the response to interrogatory in Exhibit H,
Tab 11, Schedule 22 for details on the change in 2006 for determining condition
rating for LAR assessments.
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School Energy Coalition (SEC) INTERROGATORY #44 List 1

Interrogatory

Ref: D1/T3/S2/pg7 of 29, Capital Expenditure — Sustaining Capital — Stations — Strategic

Spare Transformers

a. Please complete the table below.

2004 2005 2006 2007 2008
In-service Station Transformers 1337
In-service Regulators 140

Major Station Failures

Spare Transformers

Spare Regulators

b. What is the required level of spare transformers and regulators to be
maintained? Has this level been changed over the past 4 years?

c. What is the average price escalation for transformers and regulators over the
past 4 years?

Response

a. The following represent the year end quantities where available.

2004 2005 2006 2007 2008
In-service Station 1353 1345 1337 1335 1336
Transformers (estimate) (estimate)
In-service 136 138 140 141 141
Regulators (estimate) (estimate)
Major Station
Failures 37 32 25 23 *
Spare Transformers | N/A 155 130 98 101
Spare Regulators N/A (includes (estimate 14 15

regulators) for
combined)

* Hydro One does not place a specific year end target for the number of transformer
failures; rather reliability is assessed from a directional perspective for this asset class.

b. The projected level of spare transformers and regulators to be maintained during 2008
is 101 transformers and 15 regulators. This includes the new 2008 purchases, but
could vary depending on the number of failures that occur during the year.
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c. The average price escalation for transformers and regulators over the past 4 years has
been 35-50%.
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1 SEC INTERROGATORY #45 List 1
2
3 Interrogatory
4
5 Ref: D1/T3/S2/pg7 of 29, Capital Expenditure — Sustaining Capital — Stations — Strategic
6  Spare Transformers
;
8 a. Please complete the table below.
9
2004 2005 | 2006 2007 | 2008
Wood Structure Replacement $19.1M | $18.5M | $30.3M $38.5M | $39.8M
Spending- Under Line Asset
Replacement Program
# Wood Poles Replaced Under Line 5200 6700 7000
Asset Replacement Program
Wood Poles Replacement Spending —
Under other Programs ($M)
# Wood Poles Replaced — Under Other 9000-
Programs (D2/T2/S3/#S7) 13000
10
11 b. Please separately identify material and equipment price escalation.
12
13 c. Hydro One’s annual testing targets are to remain at about 300,000 poles.
14 Please confirm that all Hydro One Distribution System’s 1.65 million poles
15 will have been tested within 5-6 years.

16

17

18 Response

19

20 a. Please refer to completed table below.
21

2004 2005 2006 2007 2008
Wood Structure Replacement | $19.1M | $18.5M | $30.3M | $40.1M | $39.8M
Spending - Program
# of Wood Poles Replaced 3,082 2,699 5,193 6,852 7,000
Under Program
Wood Poles Replacement NA NA NA NA NA
Spending — Other Programs™
Wood Poles Replaced Under | 9,000 - | 9,000- | 9,000- | 9,000- | 9,000 -
Other Programs 13,000 | 13,000 | 13,000 |13,000 | 13,000
22 *Breakdowns of expenditures for other programs are not available to the level of detail
23 required for separating out pole replacement expenditures.

24
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b. Material includes poles, insulators, crossarms, conductor, and line hardware and
makes up over 90% of the cost with pole replacement. Over the 2004 to 2007 period,
material costs have increased by about 30%.

c. Over the last 3 years Hydro One has assessed approximately 300,000 poles annually
and will continue to do so until all poles have been assessed, with completion by
about 2010. In this case all poles on Hydro One’s Distribution System will have been
assessed in about a 6 year time frame.
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School Energy Coalition (SEC) INTERROGATORY #46 List 1

Interrogatory

Ref a: D1/T3/S2/ pg 27 of 29, Capital Expenditure — Sustaining — Metering — Smart
Meters

Ref b: Investment Justification Sheets #S19

a. On page 27 of Ref a, Hydro One’s commitment by end of 2008 is to install
370,000 smart meters. In Ref b, Hydro One has identified a target of 240,000
smart meters by end of 2008. Please reconcile.

b. The table below shows the cost per smart meter seems to have increased
dramatically from 2007 to 2008. Please explain the 39% increase in the cost per
smart meter from 2007 to 2008.

2007 2008
Budget [D1/3/2, pg.23] $76.7million $164.8million
# of Meters to be installed 240,000 370,000
[D1/3/2, pg.24]
Cost per meter $319.58 $445.40

c. The original evidence filed August 21, 2007 shows 2007 expenditures for smart
meters at $121.5 million and projected number of meters to be installed as
240,000 for 2007. The updated evidence filed February 20, 2008, however, shows
the 2007 budget as $76.7 but the number of meters installed (240,000) has not
changed. If the number of meters installed in 2007 was 240,000 as stated in the
evidence, please explain why the cost per meter for 2007 has apparently
decreased so dramatically as between the original filing and the updated filing.

d. Please explain why the 2008 budget for smart meters, $164.8 million, was not
changed in the updated evidence despite the fact that the 2007 figures show a
decrease in the cost per meter.

e. On page 13 of the Board’s Decision with Reasons EB-2007-0063 dated August 8,
2007, half of Hydro One’s up-front Smart Meter related project management costs
were allowed. The Decision also states that the remaining amount should be
supported with further and better evidence to justify the prudence of this cost at
the time if its 2008 rate application. Please explain how Hydro One intends to
comply with that directive.



© 0 N o O b~ W N

N RN NN R B R R R R R R R e
W N B O © ® N o o A~ W N P O

Filed: April 4, 2008
EB-2007-0681
Exhibit H

Tab 13

Schedule 46

Page 2

of 2

Response

a)

b)

d)

Your reference a) refers to 240,000 meters by the end of 2007. Reference b)
indicates 240,000 meters by 2008 (meaning by the start of 2008 which is the same
as the end of 2007). They are the same number for the same period.

Please refer to the IR response in Exhibit H, Tab 1, Schedule 127, part (d)

The reduced costs are not as a result of a reduced number of meter installations in
2007, but rather the original evidence assumed we would be completing the
majority of the CIS upgrades and Integration to the provincial MDMR in 2007.
We also assumed we would be changing meters where meter socket adapters was
involved or where meter access (second trip plus scheduling) was involved. In
fact, the number of meter installs in 2007 has exceeded the forecast.

We expect that the 2008 budget figure will still be reflective of the work to be
performed. The work that was originally intended for 2007 and 2008 is essentially
being deferred to 2008 and 2009 so 2008 is largely unaffected.

Hydro One added support information for its project management costs in the
December 18, 2008 update to its evidence and further details in Exhibit H, Tab 1,
Schedule 127(k).
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School Energy Coalition (SEC) INTERROGATORY #47 List 1

Interrogatory

Ref: D1/T3/S3/ pg 10 of 18, Capital Expenditure — Development — System Capability
Reinforcement

2008 spending for System Capability Reinforcement is $44 million, an increase of 22%
over the bridge year and 32% above the historic average.

© 0 N oo O b~ W N
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a. Please separately identify the year over year escalation in material and equipment
costs, from 2004 to 2008.

R
A W DN

15 Response

16

17 For year over year escalation for material and equipment refer to Exhibit H, Tab 1,
18 Schedule 19 section a.

19
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School Energy Coalition (SEC) INTERROGATORY #48 List 1

Interrogatory

Ref: D2/T2/S3/ #01, Capital Expenditure — Operations

a. Please explain why 2008 spending of $1.3 million on system-data archiving and
management be put into rate base when it appears the project won’t be in service
until September 2009.

Response

The plan was to have the Data Mart partially in-service in 2008 with enhancements
continuing to full completion in 2009. The amounts shown were for that portion expected
to be in service by end of 2008.
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School Energy Coalition (SEC) INTERROGATORY #49 List 1

Interrogatory

A/3/1, pg. 3, 9: the evidence states that Hydro One’s distribution system operates in a
service territory characterized by low customer densities.

a. What does Hydro One consider to be “low customer densities”.

b. What proportion of Hydro One’s service territory meets that definition?

c. At pg. 9: please explain the density differences between Hydro One’s rural and
urban customers.

d. What proportion of Hydro One’s customers live in municipalities of 5,000 or
more overall density?

© 0 N oo O b~ W N
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16 Response

17
18 a. The statement on page 3 of Exhibit A, Tab 3, Schedule 1 was intended to convey that

19 Hydro One’s service territory is largely rural with only pockets of concentrated
20 population. As shown in page 2-9 of the Distribution Benchmarking Study provided
21 in Exhibit A Tab 15 Schedule 2, Hydro One, of the 12 peer utilities compared, Hydro
22 One has the second smallest density on a customers per circuit km bases.

23

24 b. It is estimated that the vast majority of Hydro One’s 650,000 square km service
25 territory has “low customer densities”.

26

27 ¢. Hydro One’s urban density criteria calls for a contiguous area of density, with 3,000

28 or more customers and at least 60 customers per kilometer of line. Hydro One’s
29 medium density criteria is defined as areas containing 100 or more customers with a
30 line density of at least 15 customers per kilometre. Customers not meeting either of
31 these criteria are considered low density.

32

33 d. Itis not clear what is meant by “municipalities of 5,000 or more overall density”.
34 Hydro One Distribution can say that approximately 10% of its customers are in urban
35 communities of over 5,000 customers.

36
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School Energy Coalition (SEC) INTERROGATORY #50 List 1

Interrogatory

A/6/1: Please provide copies of any material change notices Hydro One has filed with the
Board in respect of section 14.2 of its Distribution Licence.

Response

Hydro One has not filed any notifications under section 14.2 of its licence since the
Board issued its previous Distribution Rate Order to Hydro One on April 30, 2007.
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School Energy Coalition (SEC) INTERROGATORY #51 List 1

Interrogatory

A/8/2, pg. 9: please provide copies of the Letters of Disclosure and Letters of
Representation provided by the Vice-Presidents during 2007.

Response

Information contained in the documents being requested is confidential, commercially
sensitive information provided to our auditors, which is not intended for public disclosure
and would prejudice Hydro One Inc.'s business interests if it were disclosed. The
information contained therein is reviewed by and taken into account by our auditors when
auditing and reporting on Hydro One Inc.'s annual consolidated financial statements. The
relationship between a client and its auditor is one of trust and candour, wherein the client
must be able to have frank, open communications with its auditor regarding known or
potential business issues in order to receive accurate, well-informed counsel in return, so
as to produce balanced, fair representations, in all material respects, of the financial
position of the corporation it audits. In this way, the confidential relationship which exists
between the client and its auditor helps to promote a public interest of fair, accurate
financial statements, free of material misstatement, upon which the public can rely.

The disclosure of the documents being requested would interfere with this relationship,
and indeed with the process of auditing established by audit firms in following Canadian
generally accepted auditing standards. Information in these communications regularly
includes confidential transactional and operational details provided by the Company to its
external auditor to make them aware of potential reporting and accounting issues such as:
assessments of the potential outcomes of legal proceedings; labour relations
developments; status of in progress government audits; corporate strategies; pending
contracts and agreements; possible future events that could be accounted for as
‘subsequent events;’ factors relating to recording and measuring contingent gains and
losses. Disclosure of this information could result in financial loss to the Company and
unfair gains accruing to others.

Furthermore, the documents being requested bear no relevance on Hydro One Networks
Inc.'s application for an increase in distribution rates, and thus should not be disclosable.
Additionally, if it were requested formally pursuant to the Freedom of Information and
Protection of Privacy Act ("FIPPA"), access to this information would have been denied
pursuant to applicable exemptions under FIPPA.
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School Energy Coalition (SEC) INTERROGATORY #1 List 2

Interrogatory

Ref: G1/1/1, Introduction to Cost Allocation and Rate Design

a. Pg. 1. Please provide a specific reference for the “OEB-approved rate design
methodology” employed by the Company in designing the new rate classes.

b. Pg. 3: Please advise the amount of cost savings expected by the Company in each
of years 2008, 2009 and 2010 as a result of the reduction in numbers of rate
classes, and provide all internal documents, including studies, memos, emails,
presentations and otherwise, estimating or calculating those savings.

Response

a.

The OEB Distribution Rate Handbook issued in the year 2000, in section 4.1.1,
Distribution Customer Classes, first paragraph, refers to the following customer
classes: residential, sentinel lights, general service, street lighting and large use.
These are the customer classes that Hydro One used in proposing the 12 new
customer classes. The rate design for the new classes is consistent with the OEB
Guidelines in the same document, Section 4.4.1, of including a monthly service
charge and a volumetric charge.

Hydro One does not anticipate realizing any cost savings until rate harmonization is

complete in 2011. Once our proposal to reduce the number of rate classes and

harmonize existing acquired community rates with retail legacy rates is implemented

it anticipated that cost savings will result from the following benefits:

e Better alignment to OEB distribution rate handbook and direction on standard rate
classes; more consistency with OEB guidelines;

e Less time and effort on rate filings, including reduced volume of materials to be
prepared and printed,;

e Reduced initial CIS system development and installation costs;

e More streamlined customer communications; increased opportunity for
customized inserts with customer bills;

e Easier reference to rate classes on Hydro One web site;

e Reduced risk of human error when setting up new accounts, choosing appropriate
rate classes, reviewing System change documents;

¢ Reduced complaints where neighboring customers pay different rates; and

e Increased potential for comparison and benchmarking across distributors.
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School Energy Coalition (SEC) INTERROGATORY #2 List 2

Interrogatory

Ref: G1/2/1, Customer Classification

a. Pg. 2. Please provide any internal studies or other records evidencing customer
confusion to date arising out of the large number of customer classes.
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Pg. 2. Please confirm that the 12 new customer classes proposed by the Company
were neither proposed by nor approved by the stakeholders at the Company’s
stakeholdering sessions.

R e
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15 Response

16

17 a. There are no internal studies undertaken or tracking of incidences of customer
18 confusion due to large number of customer classes.

19

20 b. Exhibit A, Tab 16, Schedule 1, page 10, line 8, to page 15 line 8, summarizes the

21 discussions and conclusions drawn from the second and third stakeholder session.
22 Hydro One proposed 10 customer classes at the second session, which SEC did not
23 participate in. Based on feedback received from stakeholders at this session, Hydro
24 One presented an additional 2 classes at the third session. Hydro One believes there
25 was general agreement from stakeholders for our 12 class proposal at the third session
26 and there were no alternate agreed-to proposals presented by stakeholders. The

27 approval of any changes to customer classes rests with the OEB.
28
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School Energy Coalition (SEC) INTERROGATORY #3 List 2

Interrogatory

Ref: G1/2/2, Current Customer Classification

a. Pg. 4. Please confirm that the term “customers” in this page refers to billing
accounts, rather than actual entities (ie. if an entity has more than one connection
point, they will be counted as more than one customer for this purpose). If the
Company has the information, please provide the Company’s total number of
actual customers, and total number of actual customers in the Acquired LDC
service territories.
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Pg. 5. Please advise whether the existing “Low Use Secondary Services” subclass
includes any schools, and if so how many.

R
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18 Response

19

20 a. Yes, “customers” are billing accounts except for the ST class which have many bill
21 accounts per customer. Assuming the term actual customer relates to individual
22 entries with multiple service points, this information is not readily available.

23

24 b. Only one school account is set up with a Low Use Secondary account, a portable.

25
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School Energy Coalition (SEC) INTERROGATORY #4 List 2

Interrogatory

Ref: G1/2/3, Proposed Customer Classification

a. Pg. 2. Please provide the rationale behind continuing with the existing density test
of 3000 or more customers with a line density of at least 60 customers per
kilometer. If the Company has any studies, reports, or other evidence showing
that this threshold is (or is not) an appropriate delineator relative to cost causality,
please provide those materials.

b. Pg. 2. Please provide a sensitivity analysis showing numbers of customers (Tables
1 through 8 restated) and proposed rates for each class assuming varying density
thresholds. Use other possible density thresholds that the Company considers
reasonable to consider, or, if the Company has no other candidate tests, use 2,000
customers with a line density of at least 40 customers per kilometer, and 5,000
customers with a line density of at least 75 customers per kilometer.

c. Pg. 2. Please advise how the 3000 customers test is applied, ie. on what basis is
the geographic area selected in which the test is to be applied. Please advise the
rationale behind using that particular basis for geographic division. Please advise
alternative methods of assessing customer density areas, and the reasons why
those methods were rejected.

d. Pg. 4. (Also G2/1/1, pg. 4) Please confirm that the four General Service categories
of UGSe, UGSd, GSe, and GSd, do not use the same 50 KW test that is employed
by other LDCs. Please advise the method by which the Company proposes to
determine whether a customer should be demand or energy billed, and if there is a
demand limit (e.g. 50 KW), any exceptions to that demand limit. Please describe
how Hydro One’s proposed test would differ from that employed by other LDCs.

Response

a. Please see the response at Exhibit H, Tab 10, Schedule 34.

b. The requested density scenarios cannot be done in a reasonable time-frame since it
would require all customers to be reclassified based on new density metrics to define
new rate classes. New load shapes will need to be developed for these new rate
classes and new Cost Allocation Model allocators would need to be developed. All
these data would then be used in a new Cost Allocation Model run.
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C.

o

Hydro One used the same method as for previous density studies done at the time of
the introduction of the Urban rate class. Other alternative methods were not
considered in order to provide consistency with the current urban density areas.

The method consists of identifying each location in the Province with a cluster of
customers (i.e. towns, large suburban areas and other areas of relatively high density).
Each location is then analyzed to determine if there are more than 3000 customers in
the customer cluster.

If there are not more than 3000 customers, the location is not deemed eligible for
urban rate class.

If the cluster does have more than 3000 customers, the length of feeders serving the
cluster is obtained, and the # of customers per km is determined. The geographic
cluster of customers is extended to lower density areas until the customer density falls
below the urban density criteria of 60 customers per km. This urban boundary limit is
adjusted for logical municipal and geographic boundaries for efficient application of
the rate class.

Hydro One monitors consumption on a calendar year basis to determine if an account
should be demand or energy billed.

For demand metered customers, measured demand is monitored on a calendar year
basis to determine whether they should be billed demand or energy only. Those
accounts with an average monthly peak demand greater than 50 kilowatts over the 12
month calendar year will be demand billed. Those accounts with an average monthly
peak demand of 50 kilowatts or less over a 12 month period will be energy billed
(kwh).

Energy-only metered non-residential accounts are monitored on a calendar year basis,
to identify services that have exceeded 150,000 kilowatt-hours annually and require a
demand meter to be installed.

The annual review occurs in the first quarter of the year, based on the previous
calendar year billing period. Any accounts that require reclassification for billing
purposes to demand or energy billed will occur effective the next scheduled bill after
the annual review.

Hydro One is unaware of the method by which other LDC’s determine if a customer
should be demand or energy billed.
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School Energy Coalition (SEC) INTERROGATORY #5 List 2

Interrogatory

Ref: G1/2/5, Harmonization of Acquired LDC Customers and Consolidation of Legacy
Customer Classes:
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Pg. 1. Please provide the Company’s rationale for excluding Hydro One
Brampton from the harmonization plan. Please file any agreements or other
documents that prohibit Hydro One from harmonizing Hydro One Brampton’s
rates with those of the Legacy customers.

Pg. 2. Please provide all studies, reports, analyses, memos, emails, and other
documents in the Company’s possession dealing with the actual costs of
distributing electricity in all or any of the Acquired franchise areas. Please
confirm that the Company has not done a formal cost allocation study or studies
to determine the costs of serving any of the Acquired franchise areas, or
comparing the costs of serving the Acquired customers vs. the Legacy customers.

Pg. 5. Please advise why the current fixed service charges are being “truncated
downward”. Please advise the impact that would arise if the actual existing
service charges were used in the proposed formula.

Pg. 5. Please provide a brief description of the primary cost differentials driving

the class revenue requirements for i) UGSe and GSe, and ii) UGSd and GSd, ie.

what are the primary differences in cost allocation that cause the rates to be
different. Please provide any studies in the Company’s possession showing the
different cost of serving these proposed classes.

Pg. 5. Please confirm that, under the Company’s proposal, only the increase in the
fixed charge will be phased in; the volumetric charges will, in fact, decrease as the
phasing occurs. Please describe the rationale behind this approach, and the
impacts on customers having different existing rate levels and mixes of fixed and
variable charges.

Pg. 8. Please provide Table 3, revised to show the impacts on the distribution
component of the bill only (ie. H1 fixed charge and variable charge).
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Response

a. Hydro One Brampton Networks Inc. is a separate subsidiary of Hydro One Inc. as
shown in Figure 1 of Exhibit A, Tab 8, Schedule 1. As such Hydro One Brampton
Networks Inc. is regulated by the Board as a stand alone entity. The Board released
their Decision respecting Hydro One Brampton’s 2008 Distribution Rate Application
(EB-2007-0882) on March 19, 2008.

b. No such studies exist. Hydro One has not done studies to determine the costs of
serving any of the Acquired franchise areas. The assets and operations of the
Acquired LDCs were fully integrated within Hydro One Distribution at the time of
sale closure.

c. The rationale of truncating the existing service charge and then adding the
incremental increase was to quickly reduce the number of basic distribution rates. If
the actual existing service charge was used onto which increments were added, there
would have been 88 Service Charges as compared to reduce level of 43 in Year 1 for
the Acquireds in the proposed R1 rate class.

d. The 2 main factors are the density weights and the use of distribution assets. The
urban density class has greater customer per km density and will be assigned less
costs. Further, the Cost Allocation Model has assumed that the demand-billed
customers are connected down to Primary while the energy-billed customers are
connected down to Secondary. Thus, the demand-billed customers are allocated less
costs. Therefore, urban customers and demand-billed customers are allocated less
costs and thus have lower rates than the rural and energy-billed customers.

No Company studies exist which demonstrate this cost differential for the proposed
classes.

e. The proposed Phase-In Plan is to Phase-In the Service Charge in equal steps over the
4 years and to use a common variable charge to achieve the class revenue
requirement. Yes, as the Service Charge is increased, the necessary Common
Variable Charge is projected to decline. The Service Charge Phase-In was chosen as
a mitigation impact to smaller volume users where the Service Charge is a more
substantial part of their total bill.

The lower Service Charge and higher Common Variable Charge will benefit lower
volume users in the near-term at the expense of the higher volume users who are
more impacted by the higher Common Variable Charge.
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f. Table 3 of Exhibit G1 Tab 2 Schedule 5 is re-presented below with the average bill
impacts on the distribution bill including the Rate Riders at the Target Rates.

Rate Class 2006 Customers | Range of Impacts on
Distribution Bill [%]

Residential 141,305 310 167

General Service | 20,697 -11 to 244




Filed: April 4, 2008
EB-2007-0681
Exhibit H

Tab 13

Schedule 57

Page 1 of 1

School Energy Coalition (SEC) INTERROGATORY #6 List 2

Interrogatory

Ref: G1/2/6, Low Use Secondary Customer Rates

a. Pg. 1. Please confirm that the Company’s proposal means that customers with
multiple delivery points will pay multiple fixed monthly charges.
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b. Pg. 1. Please advise the Company’s policy if a customer with multiple delivery
points wishes to consolidate its deliveries through a smaller numbers of delivery
points, e.g. who would pay the costs of changing the metering, protection devices,
wires, etc., and on what basis, and what other costs or restrictions would apply to
that customer?

e N < =
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17 Response

18
19 a. Yes, if the multiple delivery point is for an additional service above the main electric

20 account. Hydro One’s proposal is that customers with a low use secondary account
21 will be charged a fixed monthly service charge. If the customer has another account,
22 such as a home, which is also separately connected and metered, they will pay the
23 fixed monthly service charge for each of their accounts.

24

25 b. Under Hydro One policy, establishing a central metered service may be an option, but
26 each connection situation is different and this option may not apply in each case.
27 Following our Conditions of Service guidelines, the customer would be responsible
28 for the incremental costs of changing to central metered service.

29
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19
20

22
23
24
25
26
27

28
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School Energy Coalition (SEC) INTERROGATORY #7 List 2

Interrogatory

Ref: G1/3/1, Cost Allocation of Revenue Requirement

a. Pg. 2. Please provide a table showing what the proposed rates would be for each
of the new classes in 2008 (and the target harmonized rates) if all rates were at
revenue to cost ratios of 1.0.

b. Pg. 4. Please confirm that the Company proposes to collect from the four GS
classes a total of $12.1 million more than the costs to serve those classes in 2008.

c. Pg. 5. Please explain the Company’s rationale for rejecting revenue to cost ratios
of 1.0 as set forth in this table, when all of the total bill impacts are within the
10% maximum applied by the Company to the harmonization of the Acquireds.

Response

a. The table below lists the target rates based on a Revenue-to-Cost Ratio of 1 for all
proposed Rate Classes. The 2008 target rates based on revenue to cost ratios of 1.0,
would require analysis of bill impacts based on average consumption and the
development of a mitigation plan to keep impacts at or below the impact thresholds
for the 2008 to 2010 period. Development of 2008 rates under this scenario could not
be done in the time frame allowed to file responses to interrogatories.

Rate Class SrChg c/kWh $/kW
UR 14.32 2.29 -
R1 19.04 3.26 -
R2 49.91 2.84 -
Seasonal 19.51 6.38 -
GSe 30.97 3.02 -
GSd 46.75 9.00
UGe 12.33 1.65
UGd 29.19 7.25
St Lgt 1.00 6.59 -
Sen Lgt 1.00 15.94 -
Dgen 36.66 7.07
ST 372.12 0.55
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ST class Rates:
$ 188 ST Service Charge ($/month)
$ 553 Meter Charge (for HON-ownership)
($/month)
$1.42 HVDS-high ($/kW/month)
$2.48 HVDS-low ($/kW/month)
$1.06 LVDS-low ($/kW/month)
$0.48 Co